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Disclaimer

The Financial Oversight and Management Board for Puerto Rico"RO&IB," or "Oversight Boart) has
formulatedthis FiscalPlan ('Fiscal Plat) based on, among other things, information obtained from the Municipal
Revenue Collection CentefGRIM" for its Spanish acronym) and the Commonwealth of Puerto Rico (the
"Commonwealth, or "Government, or "Central Governmeh). No representations or warranties, express or
implied, are made by the Oversight Board with respect to isfichmation.

This document does not constitute an audit conducted in accordance with generally accepted auditing standards, an
examination of internal controls, or other attestation or review services in accordance with standards established
by the Amerian Institute of Certified Public Actountants or any other organization. Accordingly, the Oversight
Board cannot express an opinion or any other form of assurance on the financial statements or any financial or
other information or the internal controls@RIM nor the Government and the information contained herein.

This Fiscal Plan is not a Titld plan of adjustment. It does not specify classes of claims and treatments. It neither
discharges debts nor extinguishes liens. This Fiscal Plan is based tahevBaersight Board believes is the best
information currently available to it. To the extent the Oversight Board becomes aware of additional information
after it certifies this Fiscal Plan that the Oversight Board determines warrants a revisio#rthie Oversight

Board will so revise it.

For the avoidance of doylihe Oversight Board does not consider and has not considered anything in the Fiscal
Plan as @recommendatidhpursuant to PROMESA Section 205(a). Nevertheless, to the extent ytiaingrin

the Fiscal Plan is ever deemetfecommendatichpursuant to Section 205(a), the Oversight Board hereby adopts

it as appropriate in the Fiscal Plan pursuant to PROMESA Section 201(b)(1)(K).

Any statements and assumptions contained in thisndert) whether forwartboking or historical, are not
guarantees of future performance and involve certain risks, uncertainties, estimates, and other assumptions made
in this document. The economic and financial condition of the Government and its indalitiesns affected by

various legal, financial, social, economic, environmental, governmental, and political factors. These factors can be
very complex, may vary from one fiscal year to the next, and are frequently the result of actions taken ar,not take
not only by the Government but also by the Oversight Board and otheptrirdentities such as the government

of the United States.

Because of the uncertainty and unpredictability of these factors, their impact cannot be included in the assumptions
contained in this document. Future events and actual results may differ materially from any estimates, projections,
or statements contained herein. Nothing in this document should be considered as an express or implied
commitment to do or take, or to rafn from taking, any action by the Oversight Board, the Government, or any
instrumentality in the Government or an admission of any fact or future event. Nothing in this document shall be
considered a solicitation, recommendation, or advice to any peyguarticipate, pursue or support a particular
course of action or transaction, to purchase or sell any security, or to make any investment decision.

By receiving this document, the recipient is deemed to have acknowledged the terms of these limitasions. Th
document may contain capitalized terms that are not defined herein or may contain terms that are discussed in other
documents or that are commonly understood. You should make no assumptions about the meaning of capitalized
terms that are not defined, dayou should refer questions to the Oversight Boardoatments@romesagov

should clarification be required.
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Executive Smmary

The Municipal Revenue Collection Cen(e€CRIM" for its Spanish acronym, 8Agency'), plays

an important role in supportingPuerto Ricts 78 Municipalities ("Municipalities’) in their
economic and social development by ensuring an efficient process to collect and distribute
municipal tax revenues. I$ iessential that CRIMeize allopportunitiego maximize property tax
collections andensurethe effective distributionof these fundsto Municipalities and their
obligations

In accordance withPuerto Rico Oversight, Management, and Economic Stability Act
("PROMESA), this Fiscal Plan projects a baseline forecast of CR#durces and usesfunds

for the nexffive fiscal years based on historical trends and discussions with CRIM management.
In order to provide a greater revenue base for municipalities and ensure greater fairness in property
tax collections, ertain measures have bedgeveloped to improve operations and increase tax
collections at CRIM. These measures are incremental to the baseline projections and must be
adopted and successfully implemented to achieve the targets of this Fiscal Plan.

The measures outlined in this Fag®lan center around improvitige competitiveness éfuerto
Rico's property tax regimandthe enhancement of collections to reduce reliandesmoptimal
taxes such aghe inventory tax charged to businesgdse measures focus on:

1 Operational efficienciesi CRIM is undergoing i operational transformation
centered aroundhe replacementf outdatedand inefficientapplications and
hardware; implementation of best practices fobusiness continuity;
decentralizatiomf servicesand reengineering of processes to improve sevioe
Municipalities and taxpayeralong with the establishment of a dataen culture.
These initiativesshould serve as the foundation that will enable CRIM to
implement strategies fdhe successful enhancem@®ftax revenue collections

1 Tax revenue collection enhancemerit This Fiscal Plan outlines measures that
CRIM will undertake tobettercapture unrealized tax revenuesibgreasing tax
complianceand improvingoverall collection ratesThis will help reduce Puerto
Rico's reliance o other undesirable taxes, such asittventory tax, which wuld
improve its competitiveness and attractivenes$okcal and foreign investment

Success will come from CRIBI ability © effectively collaborate with Municipalitiesother
government agenciesand theFinancial Oversight and Management Board for Puerto Rico
("Oversight Board) in the implementation of the initiatives outlined in tRiscalPlan.



Partl. Context
Chapter 1History of CRIM

CRIM was created as part of threinicipalreform process through Act No. 80 of August 30, 1991
(as amendedAct 80-1991") andwasdelegated the administrationtbie Municipal Property Tax
Law. Pursuant toAct No. 83 of August 30, 1991a$ amended;Act 83-1991"), all powers,
faculties, and functions related to tax collections on real and personattprapee transferred
from the Department of Treasury of Puerto Ritdgciendd) to CRIM.

CRIM renders fiscal services on behalf of theridipalities and has the responsibility to notify,
assess, collect, receive, and distribute the public funds from property tax, Central Government
transfes, and any other funds that are determined by law for the benefit of the Municipalities.
CRIM is alsoresponsible for paying statutory amsome contractual debt on behalf of the
Municipalities. In addtion, it maintairs and updats the registry of real propertyn each
Municipality (known as thédigital Cadaster of Puerto Rico)

CRIM has agoverningboard composed of nin®) Mayors, representing the Municipalities, and
two (2) members of the Central Government: #hecutive directoof the Fiscal Agency and
Financial Advisory Authority TAAFAF" for its Spanish acronyjmand a public official with
experience in municipal affairs appointed by the Goverfioe agency is headed by executive
director, who is appointed by tlgoverningboard. Elected officials comprise a majority of the
governingboard,which hagesulted irrelatively frequent changes of CRiMeadershigncluding

its executivedirector,over the agency29-yearhistary.

CRIM has one (1gentraloffice and nine (9yegionaloffices, as shown inExhibit 1 below. The

offices are located in Aguada, Arecibo, Bayamén, Caguas, Carolina, Humacao, Mayaguez, Ponce,
and San Juan. These offices serve taxpayers, in addition to carrying out technical functions, such
as realand persongbroperty appraisals. CRIM providesdal services to all the municipalities,
including notification, assessment, and collection of personal and real property taxes.

Exhibit 1: CRIM Regional Offices

CRIM Regional Offices

B Aguada Arecibo B Bayamon Caguas Carolina
. Humacao Mayagiicz Ponce . San Juan



CRIM recently launched a call centerpovide a faster and more reliable serviceéaxpayers
and tofacilitateaccess taertain service With this new call centetaxpayergancomplete certain
transactions, including pang property taes without having to visit one of the regional offices.

CRIM also delegates services to Municipalities via collaborative agreemantd.FY2019,73
municipalitieshave beerdelegatedunctions such asppraisals, collections, verificationand
investigations. Furthermor85 municipalities can issumapcertifications, and.8 municipalities
can process foreclosures.

Before delegating these services, CRIM must review and appopkcations completed by
Municipalities. CRIM evaluates the working conditions, infrastructure, and knowledge and
experience of each Municipality to determine if the applications should be accepted. These
responsibilities may be dissolved at the requiegteoMunicipality or by CRIM if, through quality
control and auditsyregularities are found.

Most recentlyon June 18, 201®Regulation Number 9094 Regulation 9094 was approvedo

provide the framework through which Municipalities and CRIM will mboate the collection of
property taxes.The Oversight Board recently amended its policy tba review of rules,
regulations, and orders, with the goal of increasing transparency and ensuring compliance with the
certified Commonwealth Fiscal Plan. As sughing forward,CRIM will be requiredto provide

certain proposed regulation amendments to the Oversight Board for review and approval as part
of theregulatoryamendment process. This extra sepesigned t@nsure fiscal alignment and
visibility to the people of Puerto Rico.

Chapter 2. CRIM Operations

CRIM's staff primarily facilitate thevaluation billing, and collection ofeal property taxesand
personal property taxes, which are tlagstribued along with other fundgo the Municipalities

As depicted irExhibit 2 below, CRIM had498total full-time employee§'FTES') and $22 million
in payrollexpenses in FY201%9vhich has remained fairly consistent over the last five years.

Exhibit 2: CRIM FTEs andPayroll

(Dollars in millions)

Salaries & Fringe Benefits
22
450 531 520 498 $21 $21 $21 $21 $
471

FY15A FY16A FY17A FY18A FY19A FY15A FY16A FY17A FY18A FY19A
FTEs Salaries & Fringe Benefits



CRIM recently restructd its organization to delivebetterservices andmprove collections.
Functions areurrenty grouped intahreemain areasas shown irexhibit 3 and detailed below:

1 Operational Servicesi delivers direct services to taxpayers, municipalities, financial
institutions, and corporations to collect real and persprgpertytaxes Much of the
personnel in this functioare locagdin regional officego provide localized support

1 Operational Services Supporti maintains systems and applications that support
operational services

1 Administrative Services and Supporti advisesthe Executive Directoand supposg
operational areas. Ainistrative units includéMunicipal and Adminigtative Finance,
Legal, Human Resources, and Administrative Services

Exhibit 3: CRIM Organization Structure

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Governing Board

S Executive Director

Operational Services Operational Services Support Administrative Services and Support
Corporate and Bank Operations | :
e - Subdirector Digital Cadaster Finances

Collections Admin. Hearing and t Municipal Finances

Revisions

Regional Offices Call Center Administrative

Information System .
Finances
Management

Aguada Carolina Quality

Arecibo Humacao - Legal

Bayamon MEREEz — Human Resources
Caguas Ponce

~—— Administrative Services
San Juan

Within OperationalServices, the bulk oCRIM's employees workn the Regional Officeas
appraisersin FY2019 CRIM had 104 employeesasked withappraisal type workof which 65
werevaluation technicians, 3@ereresearch specialists, ands@re licensed appraisers. These
employeeswvere responsibldor approximatelyl.3 million parcels of propertyThis equates to
12,583 parcels per employee, which is approximateytithes the national average for large
jurisdictions, suggesting this departmaray beunderstaffed. This is discussed furthePart V:
Measures.

As part of Operational Servic&ipport CRIM's staff also maintainsdigital cadaster, whicls
aninventory of all properties in Puerto Rico (parcels and structures) used for all purposes: tax,
legal, economicand administrativeCRIM is responsible, by law, for the creation and preservation

of the cadasterhich organizes the valuation data andraggals of properties and is critical for

the imposition of respectiviaxes In 2016 CRIM engaged thirdparty companyo complete a



Planimetric Project to digitally mapall properties irthe Commonwealthwhich alloned CRIM

to update theeadasteregistry The project usghigh-resolution digital imaging to create maps of
Puerto Rico from which updated property informatraasextracted to identify new construction
and homemprovementssuch asiewly addedwimmingpoolsandproperty expansions

Certain other Commonwealth agencies, such as the Department of, Jusiiti@in comparable
databases; however, information sharing has not historically taken pladté¢he data in each
databaséor properties is not always alignethe $aring of governmentide data sources will
be instrumentalor the achievement of certain measur&art V: Measuresdiscusse®fforts to
extract andalign all thesedatasources

In February 2018, CRIMommissioned an operational assessmeidentify potential areast
begin enhancingroperty tax collections. During June and July 2018, an eataompany
completed thecommissioned operational assessméixhibit 4 gives an overview of this
assessmen®f the initiatives developed from the assessment findswage have been completed
while some remain ongoing heseinitiatives have been incorporated into the measuarfethis
Fiscal Plan.

Exhibit 4: 2018 Operational Assessment

Objective Assessment Results

To improve the collection A. Assessment metho

PIEEEES @i e SR iy Evaluation of the process A 126 findings and
Process by analyzing processes recommendationsof action
standardization and interviewing the to be taken

A Implementation of personnel A Identification ofi q u i ¢ k
performance measures w i nandimplementation
with well-defined B. Operational area plan
KPI 6s identification A Definition of further
Empowering regional A 9 Regionapffices gnalysis and needto
offices to boost their A Central Office implement more complex
service agility and A Administrative initiatives
support

effectiveness

1 A PlanimetricProject involves the creation of maps through the process of recording, measuring, and interpreting photographic
images to identify roads, buildings, and other physical objects in an area.
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Partll. Sources oFunds

CRIM receives funds fromevenue sourcesstablished byAct 80-1991and Act 821991 The four
mainrevenuesrereal property taxg personal property taxéSentralGovernment transferand
otheroperatingrevenuesAn overview can be found iBxhibit 5.

Exhibit 5: Overview of CRIMRevenues

FY2019 FY2020

Source Details (Actual)? (Projected)

Immovableproperty
6% basic rate
1.03% State Redemption Fund
Tax - -
Real Property Tax 1.2%- 5.5% Special Additional $695million $688 million
Tax (ACAEO0) (v
Municipality)
(0.2%)discount fromstate

Movableproperty, including
inventory

4% Basic rate

1.03% State Redemption Fund
Tax

1.0%- 5.5% CAE (varies by
Municipality)

(0.2%)discount fromstate

2.5% of net internal revenue

from the Central Governméat

General Fund

("Commonwealth transfér

In FY2018, this amount was

capped at $219.7 milligmandit

wasfurther reducedby $43.7 $176million  $132 million
million to $176 million in

FY2019 @20% reduction)The

certified Commonwealth Fiscal

$422million $384 million

Personal Property Tax

Commonwealth
Transfer

Central Plan gradually reduceke
Government transfer until it is fully
Transfers eliminated inFY2025
35% of the net annual income
Electronic derived from theoperations of e s
Lottery the Additional Lottery System $55 million $20 million

("Electronic Lottery)
Exonerated CAE

. reimbursement $0 million
Exoneration . . .
Fund Exonerategroperty eliminated in ~ $0 million
reimbursement FY2018

0.20% subsidy reimbursement

2FY2019collectionsinclude delinquent collections
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Sales of certifications and map

Service charges to banks

Interest and miscellaneous $2 million $2 million
income

Federal grants

Note: CRIM is supposed to collect 2% of collections from AcRRR0 fines/infractions; however, Hacienda collects and sends
these funds directly to the Municipalities. Accordingtte CRIM management team, this is a de minimis amoufurads

Other CRIM Operating

Revenue

Total revenue collectiomat CRIM, consisting ofpropertytax collections,Central Government
transfersand other sourcewvas$1,350million in FY2019,which is approximately.8%higher

than inFY2018.This increasevasprimariy driven byhigherproperty taxcollectiors as a result
of theseveral initiatives and projects thhe agencyegan duringhis period

In accordance with the certified Commonwealth Fiscal RlECommonwealth transfewill be
gradually phased out #y¥2025 This will decrease the overall Central Government traasfae
gradual step down of tteommonwealth transfever several yeaidlows municipalities to plan
accordingly and implement threecessary action plans address the funding reductioishibit

6 presents CRINS historical and projectdshselingoroperty tax collectiongexcluding measures)
and Central Government transfers over time.

Exhibit 6: CRIM BaselineProperty Tax Collections and Central Government Transfers

(Dollars in millions)

1,423 1,427 L1457

1,348
i 1,223 1230 1222 3,57 1186
411 412 407 231 ' ; 1,146
. i '
605 608 641 639 695 688 692 690 694 698 702

FY15A FY16A FY17A FY18A FY19A FY20F FY21F FY22F FY23F FY24F FY25F

Real Property Tax u Personal Property Tax m Central Government Transfers

As part of the measures described herein, CRiMtwork with the municipalities to increase tax
collections, which will provide additional funds fessentiakervicesIn addition, municipalities
shoulddevelop and implement efficienagnprovementsand cost reduction plans, whichay
include shared sems, centralization of certain functions, automation implementation, and other
actions to ensure that services provided to the people of Puerto Rico are minimally impacted.
Appendix 1 identifies additional temporary support thatet Commonwealtiwill provide to
municipalitiesto incentivize service consolidation.
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Impact of Natural Disasters

In the fall of 2017(FY2018) Hurricanes Maria and Irma inflicted unprecedented damage on the
physical infrastructure of Puerto Rico, leaving large segments of the population without power for
weeks and in many cases months. Thousands died, many of them due not to the direof effects
the storm but rather its aftereffects. There was widespread economic dislocation in the aftermath
as the scale of the damage became evident. Ingratte housing stock, poweand water
infrastructure, and inland transportation infrastructure, creatgemely challenging conditions

for residents, while the small business sector was badly damaged as inventories were destroyed
and the economy suffered an abrupt negative sk result, CRIN& property tax collections

were lower by approximateBg6 a $21 million ($19.6 million in personal property taxes and $1.5
million in real property taxesh FY2018 compared to FY2017

The Federal Government has supported -pasticane reconstruction in the municipalities
primarily through FEMAs Permanent WorkCategories €5) Small Projects and Community
Disaster Loans"CDLSs'"). Small Projects are defined as those with total project costs of up to
$123,100 for Permanent Work Categorie§SCAs of May 18, 2020, 1,224 projects have been
obligated to municipalitie, totalingapproximately$48.9 million, of whichroughly $33.5 million

has been disbursed. In addition, 3,285 Small Projects are currently in the project formulation stage,
with a total approximate cost of $152 million. CDLs are providethtmicipalities that have
suffered a substantial loss of revenues as a result of a disasténat can demonstrate a need for
federal financial assistance to perform critical functions such as payroll, supplies, and maintenance
materials related to disi@s operations. 76 of the 78 municipalities have received nearly $300
million from the Federal Government to make up for lost revenues due to the Hurricanes in the
form of CDLs. Municipalities and the people of Puerto Rico have also received disastagfundi
through Individual Assistance programs, Small Business Administration Loans, Department of
Housing CDBGDR programs, and Department of Transportation funding.

Beginning onDecember 28, 2019, the first of many earthquakeslsPuerto Ricoand caused
significant damage to real and personal propentesstly located in the west and southwest part
of the island.On January 6, 202@0Puerto Riccexperienced 5.8 magnitude earthquake on the
Richter scalefollowed by a magnitude 6.4 earthquake on Janua2@ 0.

A major disaster declaration was issued on January 16,. 202@art of this declarationhé

Federal Emergency Management Ager(ci# E M A bas designatedas of May 2020,33
municipalities as eligible fothe Individual Assistancd’rogram including Adjuntas, Aguada,
Afasco, Arecibo, Barceloneta, Cabo Rojo, Ciales, Coamo, Corozal, Guanica, Guayanilla,
Hormigueros, Jayuya, Juana Diaz, Lajas, Lares, Las Marias, Maricao, Mayaguez, Moca, Morovis,
Naranjito, OrocovisPdiuelas, Ponce, Sabana Grande, Salinas, San German, San Sebastian, Santa
Isabel, Utuado, Villalbaand Yauca Of these 33 municipalities, 14 municipalities were also
approved for the Public Assistance Progfam

3 FEMAPuerto Rico Earthquakehtips://www.fema.gov/disaster/4473
The 14 municipalities approved for the Public Assistance Program inchdjantas, Jayuya, Jualdaz, Lajas, Las
Marias, Mayagliez, Sabana Grande, Utuado, Guanica, Guayanilla, Pefiuelas, Pdaeem&asnd Yauco.
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In addition, 18municipalities impacted by the earthquakeceived Commonwealtsupportof
approximately $4.9million, as outlined iMppendix 2.# Similarly, in May 2020, ie Oversight

Board approved the use of $9 million requested for the required first steps of demolition and debris
removal in Guayanilla, Guénica, and Pefiuelas, which are a prerequisite fedevelopment of

the Southwestern regioim June 2020, the Ovsight Board approved the use of an additional
$13.4 million to fund demolition and debris removal projects for Yauco and Pimese projects

are FEMA reimbursable in a 75/25 percent cost share, so it is important to ensure all
documentation, procuremerand other federal reimbursement requirements are ensured in the
processExhibit 7 outlines thesupport provided to the redevelopment of the Southwest region by
municipality.

Exhibit 7: Support for thdRedevelopment of the Southwéstgion

Municipality Amount Approval date
Guanica 4,176,000 May 19,2020
Guayanilla 1,000,000 May 19,2020
Pefuelas 3,824,000 May 19,2020
Yauco 4,000,000 June 5,2020
Ponce 9,350,000 June 5,2020
Total $22,350,000

An additional $2 milliorwasapproved fola debris anddemolition Program for 11 municipalities
including Adjuntas, Jayuya, Juana Diaz, Lajas, Las Marias, Mayagtiez, Ponce, Sabana Grande,
San German, Utuado and Yauco

Beyond the first steps aiemolition and debris removal, the next step must be the development of
an integrated and comprehensive plan providing for capital expenditures and investments
necessary for the loAg@rm economic reconstruction of the southwest region, focusing on
rebuildng with resiliency and taking into account the changes in the economy in-@Y4$D

world, the patterns of migration from the area, and the potenfiaiynanent risks to populations

from the earthquakes and erosion after the hurricane, among otlas fadtis plan must be
developed in coordination with FEMA and other relevant agencies.

Historically, property taxes have been resilient to natural disasiersexampleas mentioned
above, property taxes in FY201l&fter Hurricanes Irma and Maria werewer by only

approximately2% compared to FY201MNevertheless, 63 municipalitiéed higher collections
compared tavhat was estimated and advanced by CRIM in FY2018ddition, gven the high
levels of exonerations and exempspespecially for residential properti€3RIM does noforesee

4 Municipalities include: Adjuntas, Cabo Rojo, Guanica, Guayanilla, Hormigueros, Jayuya, Juana Diaz, Lajas, Lares, Las
Marias, Maricao, Fauelas, Ponce, Sabana Grande, San German, Utuado, Villalba, and Yauco
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property tax collectionbeingmateriallyimpactedby the earthquake$herefore, CRIMdoes not
anticipate anynaterialdeterioration in property tax receipts from the earthquakes

Impact of COVID -19 Pandemic

On March 12, 2020, Governor Vazquez declared a state of emergency across thieiestatite
COVID-19 global pandemic. Furthermore, on March 15, 2020, the Governor signed an executive
order (EO 2020023, which establisled the closure of all private and government operations,
except for those related to essential servichs order was extaled through June 30, 2Q21y

the signing of a new executive order (EO 2@2). ExecutiveOrder 202044 eased the COVID

19 lockdown restrictiongeduced the curfew hours, allowed some businesses to operate at 50%
capacity and authorized the opening of the majority of businesses and activities (except
nightclubs, game roomsand casinos) including on Sundayihe new orderalso caléd on
government management employees to return to work onlRi@RIM's central andegional
offices remaiedclosedduringthe lockdowrperiod and as a resulttax collections for thenonth

of March April, May, andJuneweresignificantly lower than originally projectedven though
property taxes can still be paid throutjie website, many taxpayers still pay their taxes at the
regionaloffices buthave not been able to do so because of the office closaraddition, the
personal property tax filing dater FY2020was extended from May 15, 2026 August 1, 2020.
Therefore, CRIM is expectingelayed collections for the months of May, June, and July
Similarly, thedate for the payment of the firgtiarterlyinstallment of personal property taxes
FY2021 wasextendedrom August 15, 20200 September 15, 2020.

Even after accounting for a decline in colleciatue toCOVID-19, as of April 2020, CRIM
reportechigheryearto-date collectionsompared to whatias originallyestimatedNevertheless,
collectiongfor the remaiderof FY2020maycontinue to be affected by COVAD9, and as a result,

CRIM is completing an analysis to identéyy adjustments that must be made to the municipal
remittances of May and Jurte account for thaax deferral To the extent a municipality
experiences lower collection than what was advanced by CRIM, this would be adjusted as part of
the yeafend reconciliion processThe yeatend reconciliation process is completed by CRIM
after the end of the fiscal yetarreconcile property tax advarste municipalities, which are based

on projections with actual collections. To the extent a municipality has highleationsthan

what has been advanced, CRIM transfeegeitess amount to the corresponding municipality. On

the other hand, if collections are lower than what has been advanced, municipalities would have
an account payable to CRIM that is repaid from property tax advances from the subsequent fiscal
year.

Similarly, as a result of COVIRL9, CRIM projects electronic lottery proceeds, which are
distributed as part of the Equalization Fund, will be reduced by approximately $27.7 million (from
$47.3 million to $9.6million). CRIM is completing an analysis tdentify the adjustments needed

to the municipal remittances for May and June to account for the lower Equalization Fund as a
result of the projected decline in lottery proceeds. However, given that thyaete remittances

were advanced at the begingiof the fiscal year based on the projected $47.3 million of proceeds,

a reconciliation process will be required. Any variance between actual and projected proceeds
must be adjusted to achieve fiscal accountability and allow for the projection of aceuestees

for the fiscal year.

15



Additionally, as part of theCOVID-19 Emergency Measures Support Packagenicipalities
received approximately $100 million from the Commonwealth in FY2020. Municipalities were
distributed$50 million per month for two mahs based on a-t&er division of population by
municipality. Municipalities with a ppulationof fewerthan 25000 people receivefil million in
total, those with a population greater than 25,@2@ less than 50,000 received 38 million, and
those with a population greater than 50,000 received $1.75 mifippendix 3 outlines the
distribution of the Emergency Measure Support Packageunycipality. Similarly, an additional
$100million is being distributedo municipalitiesfrom the$2,241 million appropriated to &erto
Rico under theCoronavirus Aid, Relief and Economic Relief Act (tHeARES Act). These
funds are to be used to reimburse costs related to C@@dPwhichhad not been previously
budgeted forby the municipalitiesMunicipalities are responsible for tracking, reporting, and
submitting these incremental expenses for reimbursements. It is important to note tHantlese
cannot be ugkto replacdost revene as a result ofhedecline in business activities.

Short-term Liquidity Facility

In response to COVIEL9, the Central Government defertbe personal property tax return due
date. This extension created a shertn liquidity challenge for CRIM and the municipalities for

the remainder of FY2020 (May and June) and the first month of FY2021 (July). The Oversight
Board proposethe establishm# of ashortterm delayeedraw liquidity facility of $185 million,

so CRIM could continue advaring monthly tax remittances to municipalitieShe proposal
contemplatd monthly draws of $50 million each for May, June, and July 2020, plus an initial
deemedadvance of $34 million on account of net remittances from CRIM to the Municipalities
from funds that were to be returned to the Commonwealth as a result of the Law 29 ruling
(described below).

Repayment of theroposedloan would be collateralizedoy the basic property tax revenues
receivedirom CRIM with receipts expected in August, September, and October Ro2@r the
proposal the liquidity facility would be repaid in full on or before November 30, 2020. The
creation of a lockbox accoumtould be reqired to protect th&Commonwealtts collateral. In
addition, CRIM would be required to provide both weekly and monthly financial reports regarding
tax collection activity and financial statements, including income statements, balance sheets, and
cash flow satements.

As of the date of this Fiscal Plan, CRIM has not agreed to accept the proposed liquidity facility.
By a letterto the Oversight Boardated May 2, 2020, CRIM indicated it could not accept the
terms of the facility as proposed and would be aniaty adjustments to remittances to
municipalitiesfor May and Junas a result of the tax deferral. CRIM hasywitshared the results

of this analysis with the Oversight Board.

Chapter 3. Realr@perty
3.1. Values and Exemptions

In Puerto Ricoyeal (immovable)property consists of land, buildings, and any property that is
adheredto the ground and cannot be mov&dRIM maintains aligital cadaster of approximately
1.3 million immovable properties with a total valas of FY209, of approximately$193 billion
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and a net taxable value of $8.0 billion. Recent censusrdhtatesCRIM tax rolls may be missing
approximately 25,000 properties;jtaxation ofthese propertie® improve revenués discussed
further inPart V: Measures.

Exhibit 8 provides a breakdown of the 1.3 million parcels on CRIéx rolls in FY208& by land
use andurther depicts the implied exemption rates by categsigentified in a recently published
report by the U.S. TreasuryAppendix 4 presentghis same informatiotvy detailed land use

category.

Exhibit 8: Real Property Tax Exemptions by Land Use Categ(R¥2018)

% of Total % of Total % of Value Average

Land Use Category Total Properties  Properties Value Exempted Exemption Rate
Residential 1,065,375 81.4% 59.4% 64.4% 94.0%
Commercial 38,689 3.0% 15.2% 15.8% 77.7%
Industrial 3,098 0.2% 17.2% 77.7% 88.6%
Vacant 190,527 14.6% 5.0% 49.8% 97.1%
Other 10,364 0.8% 3.2% na na
Total 1,308,053 100.0% 100.0%

Real property valuations for tax assessmeame based on the replacement cost value of the
property asfiit were constructed in 195Avhich was the last time a valuation assessment was
perfamed on the real propgrin Puerto Rico. Structures built after 1957 are assessed for tax
purposes as if ty were built in 1957. This adjustment is made through construction estimates per
square foot of a similar property built in 1957. This basic unit valuation is kno\Wdngisrios"
The"Unitarios' were established for 150 salasses of different types sfructures and became

the basic unit value to assessrall property, and are still used by CRIM.

A typical real property tax assessment impositsocomputed as shown:

0.9 x
modification
- factor for the - Applicable tax .
Footage sizing exclusion of The ap_pllcable . raFt)(Fe) :‘or the Land appraised
of the structure the site AUni tari municipality R

component of
the footage

Land is valuedby January % of each yeabased on land area, lanbaracteristics, ahprices that
existed in 1957The value calculation is agnostictte property locationAccording to the World
Bank, areébased assessments are often used when the absence of developed property markets
makes it difficult todetermine market value, such as in Eastern Euwlapagthetransition from

the Soviet Union

5 Property Taxes in Puerto Rico: Assessment and Recommendations, March 2019.
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The majorityof theU.S statesvalue land and structureseparatelyHowever, no states use an area
based system for valuing land (with some exceptionaddculural propertiesy.in themainland

U.S, residential properties are commonly valued using a comparable sales approach, whereby
recent sales of similar properties determine the taxable véhesidential propertiesn the case

of industrial progrties, most U.S. states use the coseplacement value approadrhe income
approach (based on net annual income generated by the property) is most commonly used for
commercial property valuation.

Puerto Rico also differs from other Uj8risdictionsin that itoffersconsiderably more tax breaks
both in terms of number and notional vallieese tax exemptions and exonerations reduce taxable
values Exemptiors aregranted by a State Law or Municipal Ordinanadile exonerations are
granted undeAct 83-1991 Per Article 2.02 of Act 83991, residential propertyaxpayers are
granted a tax exoneration on real property for the first $15,000 of the 1957 assessed vala
residence (thisepresentsnore than $23,000 in current assessed valugy comparisononly 23

U.S. gates (nhcludingthe District of Columbia) provide a brodésed homestead exemptiand

an additional 22 states provide homestea@mptions for specific categories of homeowriers.
Exhibit 9 provides an overview of U.S. homestead exemptiang Appendix 5 provides a
detailed breakdown by state.

Exhibit 9: Property Tax Exemptions by Type

Puerto Rico
Type Number of states Exembptions
General 23 \Y
Senior 18 \Y
Disability -related 21 \%
Disabled 17 \Y
Blind 10
Deaf 1
Military service related 36 \%
Veteran 14 \/
Veteran widow 8 \Y
Disabled veteran 26 \Y
Activeduty Military 4
Other 14 \
None 5

Note: Disabilityrelated and military servieeelated exemptions do not equal the sum of their respective
subcategoriebecause obverlap.

Additionally, under Puerto Rico lawspecial tax exemptions may be granted to veterans,
agricultural properties, cooperatives, rfmofit entities, hospitals, government properties,
properties within historic areas/free trade zones, and properties leased to elders, and on an ad hoc
basis. Tdbe granted these additional exemptions, taxpayers must file an application and meet the
establishedequirementgor each category

6 Some states use a graded (banded system) for agricultural properties, assessing these lands based on assumedneétive differe
in productivity in their current use (rather than their best market use).

7 Derived from https://www.lincolninst.edu/researctata/dateoolkits/significantfeaturespropertytax/topics/residential
propertytax-relief-programs
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As shown inExhibit 10, the number of appraised properties, total real property values, as well as
tax breaks have remaineelatively flat over the last five years (less than 1.0% annual growth).
However, given the methods used to value real prop#nity patern does not reflect the real
change in the economic value of property over the paxietitaxable values have remathsteady

at approximately 40% of the total appraised vahexause ofsignificant exemptions and
exonerations. Seppendix 6 for detailed figures by municipality.

Exhibit 10: Real Propertyrax ExemptionsfExonerationsand Net Valuations

(Dollars in millions)

30,000 1,274 1,286 1,297 1,308 1,317 1.400
25,000 1,200
20.000 18,609 18,750 18,951 19,141 19,276 1,000
3,976 4,095 4,138 4,086 4,139 800
15,000
600
10,000
400
2000 7,702 7,666 7,787 7,990 8,016 200
FY15A FY16A FY17A FY18A FY19A

Net Valuation === Exonerations mmmmExemptions === appraised properties (000s)

Total tax exonerations and exemptieguated td7.1 billion and $4.Dillion, respectively of

real property valuein FY2019, which is primarily the result ofexonerations omesidential
properties Economic incentive laws accounted for approxirat®376 million reduction of
taxablevalues primarily driven byindustrial companieand businesseExhibit 11 presents these
tax abatements by industry, adgppendix 7 summarizes these economic incentive laws, as
presented in CRIM annual financials.

Exhibit 11: Foregone Real Property Tax Base from Industrial Tax Exemptidfé2019°

(Dollars in thousands)
Real Property

Industry / Business Tax Base

Buildings used for warehouses $63,559
Pharmaceutical companies 90,382
Hotels and related businesses 20,621
Industrial companies and businesses 151,634
Other industries and businesses 49,494
Total foregone base $375,690

8 CRIM FY2019 Financial Statements
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3.2.Real Propertyrax Rates

There are four components to the real property tax rate, which is appliegh&ttaxable values
discussed abové@hey are:

(1) The Basic Municipal Contribution tax rate for real propeftyip to 6%.
(2) The State Redemption Futex adds 1.03%.
(3) CAEtax rates varying by Municipality, ranging from 1.2% to 5.5%.

(4) Act No. 16 of May 196(Q"Act 16-1960') authorizesHacierda to grant a
discount of 0.20%n the basic tax rate

For example, the calculation fte real propertytax rate in San Judior FY202Q which has a
CAE rate of 3.5%is as follovs:

State
Basic Redemption CAE Discount Total
6.00% Fund Tax 3.50% 0.20% 10.33%
+ 1.03% + - =

In total, as shown iExhibit 12, the combined real property tax rates range from 8.0% to 12.3%
of net taxable value for all municipalities. Ség@pendix 8 for detailed calculations by
Municipality.

Exhibit 12: Real Property Nominal Rates for FYZD(Postdiscount)

Real Property (post-discount)

Number of
Rate Range Municipalities
8.0%-8.99% 12
9.0%-9.99% 19
10.0%-10.99% 37
11.0%-11.9% 7
12.0%-12.99% 3

3.3. Collection Rates

Current year eal property tax collections have remained relatively flar ¢ve last five years,
with a minimal decline in FY2018s the resulbf Hurricanedrma and Maria

Tax payments are due on July 1 alahuary 1, with a 9@ay grace period. There is a discount
matrix for real property tax paymentithin the 90day grace period Collections fall into two
categories, current and delinquent, depending ogeaeof collection as shown irExhibit 13.

9 Up to 30 days:10%, 31 to 60 days5% and 60 to 90 dayso discount is granted, 90 daysmplies fees, charges and
interests. This matrix applies for the two payments datelines of the tax year.

20



Exhibit 13: Real Property TaBaselineCollections

(Dollars in millions)

78% 79% 82% 78% _84%
66% 68% 68% 67% 68%
694

605 641 639

608
e s w07 8

Bills 523 534 553 558
FY15A FY16A FY17A FY18A FY19A
Current Real Property Taxes mmm= Delinquent Real Property Taxes

=== Current Year Collections / Current Year Billings  ====Total Collections / Current Year Billings

Current year collections have averaged approximately 68% in recent years, which is well below
comparable U.S. jurisdictionSorexamplethecurrent year collection ratéor the City ofDetroit,

Ml is approximately 82%, ClevelandHJs approximately 90%5t Louis, MOis approximately

93%, and Philadelphia, PA is approximately 91%w collection rates are primarily caused by
outdated technolyy (i.e, siloed systems) and lack of enforcement (ireefficient staffing and
limited annual foreclosures).

Exhibit 14 depicts thehistorical collection rates as a pentage of current year billings, and
Appendix 9 identifies thecurrent yeacollection rates bynunicipality. Part V: Measuresfurther
discuss opportunitieer Puerto Rico to improve itsubpar collection rates.

Exhibit 14: Historical Real Property Tax Billings and Collection Rates

829, 84%

66% 68% 68% 67% 68%

FY15A FY16A FY17A FY18A FY19A

Current Collections ® Delinquent Collections
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Municipalities vary greddy in their collectionrates.While nearly allmunicipalities have aurrent
yearcollection rate that ibelow comparable U.S. jurisdictions, significaatiance existwithin
Puerto Rico. A&xhibit 15 below showsin FY2019, Municipalcurrentyearcollection rates range
from 84% for Catafio to only 42% for Guanica.

Exhibit 15: Highest and LowesEurrentYearCollection Rates by Municipalitig$Y2019)

10 Highest Collections Rates 10 Lowest Collections Rates

Catafio 84%  Patillas 54%
Guaynabo 81%  Guayanilla 54%
Dorado 75%  Arecibo 53%
Caguas 74%  Las Marias 53%
Cayey 72%  Yabucoa 52%
San Juan 72%  Las Piedras 50%
Carolina 72%  Salinas 49%
Pefiuelas 72%  Florida 49%
Toa Alta 71%  Ciales 46%
Hormigueros 71%  Guanica 42%

Exhibit 16 below suggestghatlow real property collection rates have generated a lgrgss
accounts receivable balanaeounting to $1.7 billion in principal and.® billion in interest and
penalties (net of discounta) the end of FY2( By the end of FY2019, after applyingeserve
against the $3.7 billion gross accounts receivable baldimeaet figure falls t@pproximately
$660 million.The outright sale obutstandingeceivables has been consideiredecent yearsA
third party wasoriginally contracted to asse thevalue of this portfolioas a first stepbut the
contract wascanceled,and no preliminary valuation was receivestdditional discussion of
CRIM's accountseceivableopportunities can be found Rart V: Measures.

Exhibit 16: Historical Real Propertyax Account Receivable Balance

(Dollars in millions)

3,675
3,385
3,070

1,478 1,593 1,661

FY17A FY18A FY19A

Principal ®Interest B Penalties & Discounts
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3.4. Real Property Tax Revenues Over Time

Exhibit 17 presents theseaselinerevenues over &a0-yearperiod broken into threeategories
correspondingo the types of tax rates: Basic Municipal Contribution, CAE, and State Redemption
Fund.

Exhibit 17: Historical and ProjecteBaselineReal Property Tax Revenues

(Dollars in millions)

695 688 692 690 694 698 702
605 608 641 639 20 70
i

364 366 385 377 408 384 387 385 388 390 392

FY15A  FY16A FY17A FY18A FY19A FY20F FY21F FY22F FY23F FY24F FY25F
Real Property Basic Municipal Contribution ® Special Additional Tax (CAE) - Real ® State Redemption Fund - Real

Chapterd. Personal Poperty
4.1. Values and Exemptions

The personal(moveable)property consists afangible and intangible propertg industrial or
business applicatioribat can be wved from one place to anotharcludinginventory, machinery
and equipment, and other neable assets

In FY2019 personal propeytfilings totaled89,173 with a totalvaluation ofapproximately $1.6

billion and a net taxable value of $4illion. Unlike real property tax revenues, CRIM does not
rely on a registry for personal property taxes. Personal property iasselsethy taxpayers
annually, making compliance the key area of focus for improved revenues; this opportunity is
discussd further inPart V: Measures.

Inventory taxable value, excluding finished goods, is based on the lesser of book value or fair
market valueon January % of each yearFinished goods inventory taxable value, on the other
hand, is assessed on the monthigrage balance for the year preceding JaniaifHeseamounts
arecalculated byndividual taxpayers and reported their tax return filingsn May 15",

A typical personal property tax assessment imposiicomputed as shown:

1 For equipment:

Any cost Applicable
— associated with depreciation up Applicable tax
Acquisition theacquisition until 25% of rate for the
cost of the the salvage municipality
+  equipment - value amount X
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1 For inventoriegexcluding finished goods)

Average balance of inventory values at Applicable tax rate for
acquisition costs at the end of the year X | the municipality

The cost approach is thne with the approach of most other US jurisdicfoAs a result, the
valuation of personal property is much closethcurrent market value thahat ofreal property.

This fundamental mismatch between the valuatm@thods used in personal property and real
propertymay causdax burdeninequitiesamong taxpayers in Puerto Rideresently business
machinery and equipment are valued at acquisition cost (minus depreciation) with a residual value
not less than &1 20%of its purchase price (depending on property class).

A significant portion of the personal property tax is made up of the tax on invertiettey
businessedn FY2019, inventory represented approximately 55% of the total billable personal
property taes. For Catafo, Hatillo, and Bayamon, inventory represented 82%, 71%, and 68% of
the total billable personal property taxes, respectively, which is the highest for any municipality.
There has been significant pressure from local business groups to hepé&at as it incentivizes
companies to maintain as little inventory on hand as posdibie practice hasontributed to
increased levels of recurring stockouts in Puerto Rico when compahddsS levels, and recently,
severesupply shortagefllowing Hurricanedrma and Maria

As shownin Exhibit 18, the number of filingsn FY2019 increased to 89,173 total filingsdthe
net taxable value dahepersonal property increased to $4.9 billion. In FY20807 billion of the
total personal property taxable valreughly58%of the total)was exemptedr exoneratedfom
paying taxesAppendix 10 presents detailedaluation and exemptidilgures byMunicipality.

Exhibit 18: Personal Properfyax Exemptions, Exonerationand Net Valuations

(Dollars in millions)

89

20,000 i 8% 90
72 M 80

70
15,000
’ 13,293 13,395
12,795 12,532 60
11,587
50
10,000
7,776 6,615 40
30
5,000 20
5,384 5,328 5,176 4,662 4,882 10
FY15A FY16A FY17A FY18A FY19A
Net Valuation Exonerations mmmm Exemptions =i of filings (000s)

In May 2018, CRIM performed a study of tax returns and identified 3,887 different exemptions,
of which 3,73 (97%) were granted by the Central GovernmApproximately63% of the total
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exemptions were granted undeAct 2251995 (for agriculture) ii) Economic Incetives Act of
2008,iii) Ecoromic Incentives Act of 1997, and) Article 5.01(e) of Act 831991 (for non-profit
organizations)Appendix 11 details the findings of the study conducted by CRMNdditionally,

certain exonerations are available to qualifying smaller busineBsesadditional contexta
recently published report by tHg.S. Treasury® found that"two-thirds of firms required to
complete the filing process reported total personal property value for their firm at less than $5,000.
At the other extreme, 50 percent of the revenue billedecrom just 178 companies, and 80
percent came from fewer than 1,000 compahies.

CRIM also reportstotal industrial taxvalue exemptionsof approximately $40 million, as
identifiedin Exhibit 19. These economic incentive laws are summariaetppendix 7.

Exhibit 19: Foregone Personal Property Tax Base from Industrial Tax Exemptions in Y201

(Dollars in thousands)
Personal Property

Industry / Business Tax Base

Pharmaceutical companies $79,981
Industrial companies and businesses 212,272
Professional services 72,232
Commercial companies and businesses 20,636
Other industries and businesses 155,039
Total foregone base $540,160

Puerto Ricts personal property tax collections as a percentage of total property tax collections
(approximately 40%) are a substantially larger portion than in thaa€s and the District of
Columbia. For example, the personal property comprised only 3.3% afithydaxable property

base in Maryland? This disparity partially results from personal property exemptions widespread
throughoutthe largest metropolitan areas in each of thetates and the District of Columbia
which are summarized iBxhibit 20. Pechaps most notable igventoly exemptions45 states
provide preferential treatmenhcluding 41 that provida full exemption

Exhibit 20: Personal Property Tax Exemption and Preferential Treatment in the US

Number of States

Machinery & Equipment

Full Exemption 20

Preferential Treatment 30
Manufacturer's Inventories

Full Exemption 41

Preferential Treatment 45
Fixtures

Full Exemption 14

Preferential Treatment 22

10 property Taxes in Puerto Rico: Assessment and Recommendations, March 2019.
11 CRIM FY2019 Financial Statements
12 Maryland Department of AssessmeBgventyFourth Annual Report, FY2018.
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4.2.Personal Propertyax Rates

There are four components to the personal property tax rate applied to the net taxabl€hedees.
elements are:

(1) The Basic Municipal Contribution tax rate for real propeftyp to 4%

(2) The State Redemption Futex adds 1.03%

(3) CAE taxrates varying by Municipality, ranging from 1.0% to 5.5%

(4) Act 161960 authorizeslaciendao grant a discount of 0.20%#% the basic tax
rate

For example, the calculation for San Jagersonal propertyax ratefor FY202Q which has a
CAE rate 0f3.5%, is as follow:

State
Basic Redemption CAE Discount
4.00% Fund Tax 3.50% 0.20%
0,
b 1.03% b T

In total, as shown iExhibit 21, the combined personal property tax rates range from 5.8% to
10.3% of net taxable value for all municipalities. $g®endix 12 for detailed calculations by
Municipality. Inventory tax rateare significantly highethanany state in the U.S., and theyar
estimated to be 20mesthe effective tax rate on residential properties.

Exhibit 21: PersonaPropertyNominal Rates for FY 220 (Postdiscount)

Personal Property (post-discount)

Number of

Rate Range Municipalities

5.0%-5.99% 3

6.0%-6.99% 21

7.0%-7.99% 14

8.0%-8.99% 33

9.0%-9.9% 4
10.0%-10.99% 3

4.3. Collection Rates

As mentioned aboveaxes for personal propertsaluesare seHassesselly taxpayers on their
personal property tax returfiied annuallyon May 15.In FY2020, however, as a response to the
COVID-19 pandemic, the personal property tax filing dedsextended to August 1, 2020the
personal propgy tax liability exceed$1,000, the taxpayer pays estimated amounts inefqual
quarterly installmentdue on or before the T8lay of the months of August, November, February,
and March of every yeaEstimated personal property tax paymeststhe lesser of 90% of the
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current yeds tax or 100% of the prior yéartax. Any tax not covered by the estimated tax
payments needs te paid by May 18. For FY2021 CRIM delayed the first quarterly installment
from August 14 to September 1%as a result of COVIEL9,

Not paying the taxon the due date can resultarpenalty 06% of the unpaid amount for a delay
in payment irexcess of 30 days, but not more than 60 dBY% of the unpaid amount for a delay
in payment in excess of 60 days, but not more than 90 dagd5% of the unpaid amount for a
delay in payment in excess of 90 days.

As one may expect with sedfssessedbxes, total collection rates astose t0100%. CRIMs
operational efforts to date have focused on improving the electronic filing systnedmline
and simplify the process for taxpayesiminate payment delaysand addressther issues
resulting from outdated technolodytarting inFY2018 CRIM required personal property filings
to be submitted electronically through the Personal Property Pdftalire opportunities for
personal property tax improvement rely primarily arcreased compliance (i.e., ensuring
appropriate valuation, application of exemptions, and filings).

4.4. Personal Property Tax Revenues Over Time

Despite a 4.6% decrease in FY2018 due to the effects of Hurricanes Irma and Maria, recent
compliance improven# efforts resulted in a3® million revenueincrease in FY201%Exhibit

22 presentbaselingevenues over &0-yearperiod, broken into three groups corresponding to the
three types of tax rates.

Exhibit 22: Historical and ProjecteBaselinePersonaProperty Tax Revenues

(Dollars in millions)

422

407 407 409 390 384 403 402 402 402
53 364

=] "

160 160 160 154 168 e o 165 165 165 165

194 194 197 186 201 178 169 187 186 186 186

FY15A FY16A FY17A FY18A FY19A FY20F FY21F FY22F FY23F FY24F FY25F
Personal Property Basic Muni Contributiom Special Additional Tax (CAE) - Personall State Redemption Fund - Persor

Chapter 5CentralGovernment Tansfers

Historically, he Central Government transferred funds to CRilMlough General Fund
appropriationswhichwerethen distributed to Municipalities. These include a) Equalization Funds
per Article 16 of Act 861991, and b) Exoneration Funds of Article 2.06 of ActB391.

Act No. 80 of August 30, 1991, as amended, established a special fund known as the Equalization
Fund for the purpose of ensuring that all municipalities receive at least the same amount of
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revenues as they received on the prior year from these sources. The Equalizationrfamily
includesCommonwealthiransferand35% ofElectronic Lotterynet aanual income

Exhibit 23 depicts both historical and projected tafahtralGovernment transfer#s part of the
certified Commonwealth Fiscal Plan, most of the Central Governtmagrsfers will be eliminated.
By FY2025 the end of the forecast period, ottig Electronic Lottery funds will remain.

Exhibit 23: Central Government Transfers

(Dollars in millions)

412 407
257
51 46 57 2

31

55 174
151 150
228 228 220 42 85 86
176
132 132 42 42 43

88
44 44 43

FY16A FY17A FY18A FY19A FY20F FY21F FY22F FY23F FY24F FY25F

Commonwealth transfer © Electronic Lottery ® Exoneration Reimb = Discount Reimb

5.1.Commonwealth transfer

Commonwealthtransferrepresents 2.5% of the net internal revenue of the Commonigealth
General Fundn FY2018, this amount was capped at $219.7 million, and@B8Commonwealth
Fiscal Plan gradually eliminates this transfeF¥2025 The Commonwealth transfevas$175.8
million in FY2019 (a 20% reduction from FY2018jpnd $131.8 million in FY2020 g 40%
reduction from FY208).

For FY2021, the Commonwealth transfer veaiginally projected to b&87.9 million (a 60%
reduction from FY2018) per the 2019 certified Commonwealth Fiscal Rtamever, due tahe
COVID-19 pandemic, the transfer will remain at $131.8 million, in accordance withptteted
certified Commonwealth Fiscal Plan. These additional funds will further support the municipalities
during this crisis. The phasrit elimination will resume in FY2022 and will be fully eliminated

by FY2025

5.2. Electronic Lotteryrunds

Electronic Lottery funding equal® CRIM 35% of the net annual income derived from the
operations ofthe Electronic Lottery In FY2018, this amount totaled3®.6 million, a 20%
reductionfrom the previous year duen partto the impact oHurricaneslrma and Marialn
FY2019, Electronic Lottery funds increased by approxima®@B to $5.1 million. CRIM is
further evaluatig the potential impact that Videbottery Terminals may have on Electronic
Lottery funds during the fiscal plan period
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For FY2020, CRIM estimated electronic lottery proceeds agiproximately $4.8 million.
However, due to thearthquakes and COVHD9 pandemic during the second half of the fiscal
year, electronic lottery proceeds are projected to declinagproximately$27.7 million (from

$47.3 million to $19.6million). CRIM is completing an analysis to identify the adjustments that
need to be made to the municipal remittances for May and June to account for the lower
Equalization Fund as a result of the projected declitattery proceeds. However, given that the
yearto-date remittances were advanced based on the projected $47.3 million of proceeds, any
shortfalls from lower lottery proceeds will be accounted for during the-gmdreconiliation
process, which also aaaots for incremental currefyear tax collections, prigyear collections,

and other adjustments incurred over the course of FY2020.

5.3. Exoneration Fursd

Each primary residence is exonerabtexin paying the tax burdefor the first $15,000 appraisal
valug as established by Act 8391. Prior to FY2018, the Commonwealtieimbursedthe
municipalities for theexoneratedportion of the property tax, including $86 million ftine
exoneratedbasictax and $30 milliorfor the exonerated CAE.

In addition,Act 16-1960 authorizeslaciendao grant a discount of 0.2% of the annual basic tax
over the asseed value of all real and personal property not exempt from takesl FY 2018,
Hacienda reimburseithe discount to the municipalities. For the fiscal year ended June 30, 2017,
the discount totaledpproximately$17 million. The Exoneration Fund was elimiedtinFY2018

in accordance with the certified Commonwealth Fiscal Plan.

Chapter 6: Other Revenues
In addition to property taxes, CRIM recomatherde minimisoperatingrevenues, including:

9 Salesand certifications of maps, which amounted to8%@illion in FY2019; both the
Office of Digital Cadastemand the nine (9)regionaloffices offer a variety of mapping
products available to the taxpayer or agency at a set cost

1 Service charges to banks, which amounted ti §llion in FY2019.

1 Interest and miscellaneous income, which amalitaes02 million in FY2019.

1 Federal grants (FY201&hd FY201%nly), which amanted to $@01 million in FY2019.

CRIM is supposed to collect 2% of collections from ActZ®O0 fines/infractions; however,

Hacienda collects and sends these funds directly to the Municipalities. AccordingG&RIM
management team, this is a de minimis amount of funds.
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Partlll . Uses of Funds

In addition to overseeing the collection of propertyetfxom citizens and businesses, CRIM
manages the redistribution of such fundghreemajor categoriesadvances to municipalities,
transfers othe State Redemption Funds to the Central Governtiend transfer of the CAE to
the trustee to pay the muipal CAE debt servicdn order to support CRIM operating expenses,
CRIM retains 5% of the total basic municipal (2€RIM Admin Feé&). Exhibit 24 presents the
uses of funds in greater ditta

Exhibit 24: CRIM Uses of Fund®verview

Basic Municipal Contributions Equalization fund State Redemption Special Additional
A 4% tax on personal property A 35% of electronic Fund Tax
A 6% tax on real property lottery proceeds A 1.03% property tax (CAE)
A Commonwealth A Tax for muni CAE
appropriations debt
CRIM
5% of base 1 l 1
collections | CRIM || CRIM || CRIM |
Muni Equalization Muni Non-Equalization population <50k
Fund Fund
A 25% of personal A 75% of personal Remainder
property tax property tax
collections collections Municipalities with
A 50% of real property | | A 50% of real property population >50k
tax collections tax collections Legend:

D Revenue stream

[ ] Passthrough

. Muni recipient

was assessed Bl crimiother recipient

Municipality where tax Municipality where tax

was assessed

13 The taxes deposited in the State Redemption Fund have been usegast for GO Bond debt service. Some holders of GO

bond claims and Commonwealifuaranteed bond claims have asserted their bonds are secured by the 1.03% tax on real and

personal property collected in the State Redemption Fund. The Commonwealth anerdighDBoardlisagree with that position
and assert the GO bonds and Commonwsagliranteed bonds are unsecured obligations of the Commonwéalrtheless,

since money is fungible, the joint plan of adjustment filed on February 28, 2020 [ECF No. 11946] provides the 1.03%ltax on re

and personal property collected in the State Redemption Fund would be used to pay GO bond claims recovery.
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CRIM Flow of Funds

Property taxes are collected from CRIM regional officeEmnk services (including mailbox, call
centers, and online payments), and from municipalities that have collaborative agreements with
the agency. These tax collections are deposited in two bank accounts at Banco Popular de Puerto
Rico ('BPPR). BPPR condadates the funds from the two accounts in an intermediary- pass
through account and transfers the full amount to a General Trust actbenGeneral Trust
account is an account under the trust established by AAFAF, as trustee and CRIM, as settlor
pursuantto the terms of Deed No. 58 of Amendment and Restatement of Trust executed on
November 29, 2018.

The General Trust account holds CAE, State Redemftiord and basic tax collection. Prior to
thebeginning of the Fiscal Year, CRIMs settlorand AAFAF, the trustee of the General Fund,
inform BPPR the custodiarof the account, how the funds will be distributed (i.8%%asic tax,
11% State Redemption tax/%® CAE). BPPR thendistributes the funds according to the
calculated distributiopercentageinto the corresponding accou@AE funds aralistributed into
the CAE subaccourdt the end of the montland State Redemptidondsaredepositednto the
State Redemption Fund SubaccowastinstructedCRIM has no control over these funds, which
ensures that tax collections are not diverted ftloeir original statutory use.

Basic tax collections are transferred from the General Trust account 'tBdbalization Fund
account daily. The Equalizatiorufrd account also receives funds from Hacienda from a marginal
account, including Commonwealth transfer and Electronic Lottery proddadsr the proposed
liquidity facility, which CRIM has not accepted to daBRIM would receive the funds from the
liquidity facility through this marginal account as weHowever, as noted above, CRIM has not
accepted thitoan.Exhibit 25 illustrates the current flow of funds.

Exhibit 25: CRIM Flow of Funds

Collections from municipalities Collections from CRIM Regiona

agreements \ / Offices and Bank Services

Consolidation Account

l

General Trust

I ] ]

Marginal Account Equalization Fund State Redemption Fund Municipal Redemption
(CW transfer + lottery) Account Account (1.03% GO) Fund Account (CAE)

l l l

Municipal remittances anT

debts Hacienda CAE Trustee
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Remittances toMunicipalities

CRIM controk the Equalization Fund accourand it is used to advance monthly municipal
remittances and to pdlye statutory and contractual debt on behalf of the municipalities.

Statutory debtare recognized as an expense by the munitgsand are paid by CRIM on their
behalf. These debisclude

1 CRIM Admin Fee whichequals 5% of basic tax collections and it is usddnd thedaily
operations othe agency

1 Government Development Bank3DB") line of credit agreements

o GDB grantedwo loans to CRIMotaling$2715 millionin principat (i) loandated
June 28, 200('2001 CRIM Loaf), pursuant to Act No. 42000,as amendednd
(ii) loan dated March 18, 20q22002 CRIM loat), pursuant to Act Nal46-2001,
as amended

0 The 2001 CRIM Loanamounéd to $1665 million and was used ta@over
distributionsmade by CRIM to municipalities based on projected tax collections
that later resulted to be greater than the actual tax collections. Municipalities are
indebted taCRIM for the excess remittances received, and CRIM withholds funds
fromthe municipalitiesremittances for the payment of tlkan Theloan is payable
on January 1 and July 1 of each year and matures on July 1, 2032.

o The 2002 CRIM Loaramounted t&105million and was usetb repurchase the
tax liens sold to Puerto Rico Public Finance Corporation on June 30,l6898st
on theloanis payable on March 31 and September 30 of each yeaheprhcipal
is payable on March 31 of each ye&RIM withholds funds from the
municipalities remittances for the payment of the loan

o On March 31, 202(s a result of the liquidity shortfall experiencie to COVID
19, CRIM requested the deferment of all payments due undee the loansintil
September 15, 202@pmmencing with payments that became due on March 31,
2020 This deferment has been approvied all parties and CRIM will be
responsible for completing the deferred payments on September 15, 2020.

1 Otheroperating loans that municipalities have wittmmecial banks AAFAF informs
CRIM of the amount thanust be retaiedfor each municipality frontheir remittanceso
repay these loans.

Similarly, contractual debts are obligations that municipalities have with private or public entities,
including waste management servicesjnicipal insurance plicies andamounts due to other
governmental entities under payment plans subscribed by uheeipalitiessuch aghe Puerto

Rico Aqueduct and Sewer Authori(fPRASA'"), andthe Puerto Rico Electric Power Authority
("PREPA). These contractual debts are also recognized as an expense by the municipalities and
paid by CRIM on their behalf.
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Theremaining fundsnet ofstatutory and contractual debt, are advanced to municipalities, which
are used to fundthermunicipal operations.

Exhibit 26 presents CRIN histori@l and projected uses of funds.

Exhibit 26: Historical and Projectedses of Funds

(Dollars in millions)

1,419 1,424 1,454
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FY15A FY16A FY17A FY18A FY19A FY20F FY21F FY22F FY23F FY24F FY25F

Advances to Municipalities ® Distribution of Debt Funds ®CRIM Admin Fee m Other

Chapter 7 Advances to Minicipalities

Municipalities are fundedby the Basic Municipal Contribution and the Equalizatfeumd, as
shown inExhibit 24. The distribution of these @inds shownin Exhibit 26 as"Advances to
Municipalities' totaled $92million in FY2019, a decrease of28 million or 3.4% from FY20B.

Appendix 13 providesthe advance®y municipality for FY2@1. Appendix 14 projects the
advances tdlunicipalities for FY202 1 FY20X5.

Basic Municipal Contribution

Municipalities are funded by the Basic Municipal Contributaamsistingof the 6% tax on real
property and the 4% tax on the personal propertyApticle 2.01 of Act 831991, as amended.
While these Basic Municipal Contributioasedivided intothe Municipal NorEqualization Fund

and the Municipal Equalization Fundurrenty, all collections areemitted to the municipality
that assessed the tax

1 The Municipal NorEqualization Fund distributes the basic rexempt portion, which
consists of 75% of personal property tax collections and 50% of real property tax
collections, dtectly to the respective municipalities that assessed the property taxes

1 The Municipal Equalization Fund distributes the remaining 25% of personal property tax

collections and 50% of real property tax collections to the relevant municipalities that
assesed the property taxes
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Equalization Fund

Because oBubstantial disparitiegn municipalties capacites to raise revenyean Equalization
Fund was established by Article 15 of Act8891 to provide additional funds to municipalities
with insufficient tax base to ensure a comparable level of fundingoxesyear. For FY2017,
aggregate funding was approximately 23%f municipal general fund revenue and ranged from
more than 75% of the revenue for some jurisdictions to less than 10%éos dincluding San
Juan).Additionally, spendhg levels vary significanthacross municipalities, all of vidh provide

key services to their citizen&or FY2017, the average per capita general fund budgets for
municipalities was $554, with significanarability as indicated by a high of $2,638 per person in
Culebra to a low of $249 in Toa Alta. S&ppendix 15 for more detail.

The Equalization Fund is disbursed on the basis of the municipal population with municipalities
with a population of less th&®,000 receiving first priorityif there are sufficient funds to equalize
each municipality with less than 50,000 residents to their base equalization amount (currently their
FY2017 levels), then remaining funds are distributed among the largecipalities. If there are
insufficient funds to equalize the smaller municipalities, then each smaller municipality receives a
pro-rata portion of the Equalization Fund, and the larger municipalities receive nofimpg.
changes to the Equalization Fudidtribution formula must bagreedby the Oversight Boarih
accordance with theecently amended policy dhereview of rules, regulations, and orders

To ensure the fiscal targets contained in this Fiscal Plan are met, as shiBwmhit 23, the
Commonwealth transfer must be phased out by FY2025, and only the Electronic Lottery proceeds
will remain in the Equalization Fund. As part of the measures described in this Fiscal Plan, CRIM
must work with the municipalities to increase tax collections, wiidlprovide additional funds

to help offset the reduction in the Equalization Fund. Nevertheless, the increase in property tax
collections will not be shared equally among the municipalities, as the municipalities with the
highest number of propertiesiininost likely be the ones that benefit the most. To ensure that the
smaller municipalities also benefit from these measures, CRIM must work closely with the
municipalities, AAFAF, and the Oversight Board to investigate a funding strategy where the
municipalities with the higher number of properties would contribute a portion of their collections
to the Equalization Fund, which would be disbursed to the smaller municipalities to ensure
essential services are adequately funded. CRIM must establish an &ipralizund distribution
formula that is most beneficial to these smaller municipalities. CRIM must work with
municipalities and AAFAF to develop a funding strategy, and the distribution formula must be
agreed on between all parties. Any funding strategydistribution formula must be agreed to by

the Oversight Board before it is implemented.

Law 29 nullification

The Puerto Rico Legislature enacteaw 29-2019 (Law 29'), which transferred the primary
obligation of municipal pensiopayasyou-go (‘PayGd) and Health Insurance Administration
("ASES') payments from the 78 municipalities to the Commonweéaléw 29 exempted the
municipalities from making healthcare payments to ASES and required that CRIM retain up to
50% of such amounin the Equalization Fund and remit the remaining 50% directly to the

141n FY2018 this was reduced to 12%.
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municipalities.Law 29 also exempted municipalities from paying their PayGo obligaticvs.

29 required that CRIM retain in the Equalization Fund up to 90% of the PayGo amount
municipalties would otherwise have to pay and transfer the remaining 10% directly to the
municipalities. CRIM took the position that it would folldvaw 29 until overturned or revoked,

and retained the amounts requiredayv 29 to fund the Equalization Fund. Thedbsight Board
determined thdtaw 29 would undermine the governmisrability to pay pensions to atlunicipal
retirees whenever Puerto Rie@overnment faces fiscal distress. In its compliance certification
regarding.aw 29 submitted to the Oversight &al pursuant to Section 204(a)RROMESA, the
Governor provided only a partial formal estimate of the financial impdaw®9. The Oversight
Board determinedLaw 29 impaired and/or defeated the purposes of PROMESA, unlawfully
reprogranmed funds without consent from the Oversight Board, and unlawfully modified the
municipalities debt and the Commonwedkrdebt without prior approval of the Oversight Board
as requed by PROMESA. The Oversight Board filed an adversary proceeding in thdllTitle
court seeking, among other things, a court order declaamng®9 unenforceable and of effect

On April 15, 2020, the Titl#l courtissued a decision granting sumnjadgment to the Oversight
Board on several of its claims against the Governor and AAHAE court issued a mandatory
permanent injunction precluding the enforcement of R&wanddeclared Law 29 a nullity because

it violatedvarious provisions o0PROMESA. The Titldll courts order became effective on May

7, 2020. The effect of this nullification requires municipalities to reimburse the Commonwealth
for monies received under Law 29 to whitlte municipalities were not entétl pursuant to
PROMESAand to cover their own employéé®alth care and PayGo cosgtsing forward For
FY2020, the PayGo and health care obligations are approximately $166 million and $32 million,
respectively. Note that the final amount BayGoliability by municipality will require final
adjustments once the Retirement System for Employees of the Government of Puerto Rico
("ERS') completes the final June pension payments and summarizes the actual PéQz0
liability to be invoiced to eacmunicipality. The ruling provided ahteeweek period, at the
Governmens request, to explore a solution to establish a stable economic future for the
municipalities. During thighreeweek period, the Oversight Board participated in an open and
collaborative dialoge with the Government, CRIM, and the representatives from both mayoral
associations to outline a responsible approach for repaying the outstabliyadjon.

The Oversight Board, the Government, and CRIM agreed that the combined amount due, $198
million, will be partially offset by the Commonwealth transfer of $132 million that was transferred

to CRIM in accordance with the certified Commonwealth Fiscal Pldrcartified Budget. Under

Law 29, CRIM was retaining these funds but remitted approximately $34 million to municipalities

in lieu of property taxes as part of the monthly remittanC&IM's approach was not consistent

with the certified Commonwealth Fiddalan and certified Budget, and tBersight Board has
proposed th€ommonwealtmustidentify and transfer this amouttt ERS

After accounting for the various transfers of funds, the nullificatiohaf 29 results in the
Municipalities currently owingapproximately$66 million to the Commonwealth for their
employeesFY2020 PayGo and healthcare contributions. This amount equates to approximately
3% of the total approximatel$®7 billion municipal GeneraFund budgets in FY2020, although

the impact varies on a municipality by municipality basis.
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CRIM proposedand the Oversight Board accepted the allocation formula for the $132 million in
direct proportion to each municipalgyindividual balance as pant the totalprojectedobligation

of $198 million ($132 million / $198 million = 67%). Under this option, every municipality will
have an outstanding obligation equivalent to its FY2020 PayGo and ASES, which will be offset
by approximately 67% of the totdue, leaving a 33% outstanding obligation balance that each
municipality will be responsible for paying in accordance with the repayment watédp#ndix

16 illustratesthe allocation of the $132 million by municipality and quantifies ¢ésématel
outstanding obligation for each municipality.

On June 8, 202@he Oversight Board sent a letter to CRIM instructing CRIM to take two actions
no later than June 12, 2020 correctoverdue municipal PayGo balances du&RS Frstly,

CRIM wasrequestedo transfer the $98,313,406 remaini@gmmonwealth General Fund transfer
balance to ER® accordance with Article 3.5(2) of Act 117. CRIM subsequentlindicated

it was only $6,587,185.54and agreed to transfer that amouécienda has yet to transfer the
final $1,726,220.460 CRIM for FY2020, which will subsequently baansferred to ERSThe
$1,726,220.46 has not been transferred to GRIMt was retained by Haciendao cover CRI M
PayGo debt, in accordance with a delertification issued by the Retirement Board on March 3,
2020 Secontly, CRIM was requested to identifgnd remit other funds to make the remaining
$33,524,594 paymentemited tomunicipalities to ERS If the $33,524,594 is not identified and
promptly transferred by CRIM, then this amount must be recovered through the repayment
waterfall previously agreed to by all parties for the repayment of the remaining FY2020 PayGo
and ASES balances duekmhibit 27 to ensure the adequate funding of the public pension system

The municipalities must repay the remaining $66 million balarw if necessarythe $335

million payment described in the previous paragrapbording to the repayment waterfall in
Exhibit 27. This repayment waterfall focuses on incremental revenues that municipalities have
not considered in their FY2020 budgets. Therefthrefinancial impact on municipalities should

be minimized, as debt repaymeénprimarily through unbudgeted revenues.

Exhibit 27: RepaymenWaterfall

Repayment waterfall Description

Step 1i Offset outstanding 9 CRIM identified $17.6 million of Electronic Lottery proceeds from FY20
obligation against electronic & FY2017 previously not remitted to CRIM as required by Law
lottery funds trueup f  Use these funds to offset a portion of the remaining obligation ofrfi66n

Step 2i Offset outstanding  If tax collections exceed the amount needed to cover annual debt serv
obligation against excess CAE loans, municipalities receive this excess at the end of the year
CAE rebate 1 Use these funds to furtheffset remaining obligations after Step 1

Step 3i Offset outstanding § CRIM projects annual municipal advances at the beginning of each 1
obligation against the final year and remits funds based on projections monthly
FY20 liquidation 1 After the fiscalyear ends, CRIM reconciles actual collections to remittan
and liquidates any excess to the corresponding municipality
1 Use these funds to further offset remaining obligations after Steps 1 an
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Step 4i Offset outstanding
obligation against the
collection of aged Accounts
Receivable

CRIM will value and plan to monetize its portfolio of accounts receivable
the end of FY2021. This is projected to result in up to $400 millior
proceeds

Proceeds from the sale of this portfolio shall be paidhéoGommonwealth
to further offset remaining obligations after Steps 1, 2 and 3

Step 51 Offset outstanding
obligation against municipa

advances

If FY2020 PayGo and health care obligations are not fully repaid after ¢
1,2,3and 4, CRIMnustof f set the municipal:i
the remaining obligation is repaid in full

To minimize the impact of offsets, CRIM mustdertake revenuenhancing
measures to secure additional revenues that could then offset the rem
liability due

If CRIM does not achieve its reveneahancing measures by the end
FY2022, a series of collection measures will be enacted. Tihessues
includethe establishment of a lockbox mechanism to control all cash rec
and disbursements and an immediate offset of 25% of the outstal
obligation from property tax advances

These offsets will continue in varying amounts until the obligaisofully
repaid

If the balance of the FY2020 health care and PayGo obligations is not
down by the end of FY2022, the budgeted monthly Commonwealth tra
will be placed on hold until such time as the requirement is met

PayGoPensionOffset

Municipalities are responsible fobudgeting andpaying their annual PayGo fee invoiced as

determined by ER$1owever historically,many municipalities have not paid their annual PgyGo
which is inconsistent with this Fiscal Plan and deetified Commonwealth Fiscal PlaMany

municipalities have established payment plans with ER8nsure timely repayment of these

outstanding obligationsCRIM canalsoo f f s et PayGo obligations
property tax distributions and remit thdaeads directly to ERS. PursuantAaticle 3.5(2)(a)(iii)

of Act1062 0 1 7 ,

CRI

M must Ar emit wi t théewnitters rmtice o

(7)

the New Defined Contribution Plan and/or Accumulated Pension Benefits Payment Account, the
amounts of the Contributions Owed by the Municipal employer, of the unencumbered balance of

the property tax and other revenues the Municipaliiee entitled to receive in accordance with

Act No.80-1 9 9 Accoadingly, for those municipalities that have not established a payment plan
with ERS, and to ensure the adequate funding of public pension systems, CRIM must offset each
muni ci pal obligatdrs frdhaheiGorresponding revenues and withhold and remit such

funds to the Commonwealth in accordance with Act-2067, this Fiscal Plan, the certified

Commonwealth Fiscal Plan, and the certified Commonwealth budget. Outstanding PayGo
obligatons for FY2018 and FY201%@s of March 202®&re shown iAppendix 17. Appendix 18
illustrates the projected municipaly®zo obligations for FY2021o FY2025

In addition, bllowing the nullification ofLaw 29, municipalities must repay their FY20BayGo

obligations as determinedby ERS, pursuant to the repayment waterfajreed to with the

Oversight BoardEach municipality shall pay newly accruing obligations immediately as they

come due.

37

f

r



Similarly, CRIM must offset each municipajit dositstanding contributions to the New Define
Contribution Plan to be deposited in the Defined Contribution Accouatcordance with Act
1062017

ASESPayment Offset

CRI'M i s responsi bl e for remitting t he Muni c
Admi ni st r atfar issrBpar(ishi #&r8nign8rdo accordance with Act 72993 ( A Act 72
CRIM must collect and remit these funds to ASES in accordance with this Piacabnd the

certified Commonwealth Fiscal Plan, no later than 30 days after they become due, to ensure that
ASES is adequately funded.

Following thenullification of Law 29, municipalities must pay their FY2028SES obligation
pursuant to the repayment waterfall agreed to with the Oversight Boaddition, thecertified
Commonwealth Fiscal Plaassumes that municipalities fund their respec®ES obligations
goingforward The certified Commonwealth Fiscal Plan includésraporary reli€for municipal
ASES contributionsgiven the additional federal funding made available throkigB020 Further
Consolidated Appropriations Act and tRamilies First Coronavirus Response Aonce this
funding stream expires in FY2022, tlertiied CommonwealthFiscal Plan assumes that
contributions from municipalities will return giatutory levelsinderAct 72-1993

The Oversight Board has agreed to provide relief to municipalities fieanmental FMAP funding
above the base level of 55%. The formula utilized to incorporate the relief and calculate the
adjusted municipal obligation is:

1 Statutory ASES obligation / ((155% FMAP) / (1i current kscalY earFMAP))

For FY2021 for example thecertified Commonwealth Fiscal Plan is projecting municipal ASES
obligations to be $161.6 million and an FMAP of 82.2%. Because FMAP is higher than the 55%
base, municipalities would receive additional relief in their obligation. This relief decreases the
municipal ASES obligations by approximately $97.7 million, resulting in net municipal ASES
obligations of approximately $63.9 millipas calculated below:

1 $161.6 million / ((2- 55%) / (1i 82.2%)) = $63.9 million
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Chapter 80OtherTransfers

Along with the Basic MunicipaContributions CRIM collects taxes related to CAE atié State
Redemption Fundvhich are transfeedto the CAE trutee and Hacienda, respectively.

Exhibit 28: CRIM DebtTransfers

(Dollars in millions)

508 509 500 520 522 524 525
453 455 468 465

124 117 115 119 120 120 120
115 115 119 114
338 340 350 351 384 393 386 401 403 404 405

FY15A FY16A FY17A FY18A FY19A FY20F FY21F FY22F FY23F FY24F FY25F
Special Additional Tax (CAE) State Redemption Fund

Special Additional Tax (CAE)

CRIM collectsCAE, which, as proded by Act 831991, may be imposed by a municipality
without limitation as to rate or amount on all taxable real and personal property.

Under Act 641996,each municipality is required to levy the CAE in such amounts aswill
required for the payment of all its outstanding CAE Loans.

CAE rates vary between 1.086d5.5%o0n personal property and 1.2% to 5.5%breal property.

In 57 out of the 78 municipalities,aiCAE rate is the same for both real and personal property. In
18 jurisdictions, the CAE rate is lower on personal property than on real property. In the remaining
three municipalities, the CAE raiehigher on personal property than on paalperty

CAE collections are required by law to be deposited in the CAE Redentptiaand used for

the payment of CAE Loans. To the extent a mun
exceed the amoumeededto coverl2 monthsdebt serviceon CAE Loans, agletermined by
AAFAF, and such mAch 64d99¢ @d amendédspursiantd tb $iGDB
Restructuring Act) requires the disbursement of such excess to the municipality equésty

once dumg each fiscay e a r . Such excess is genePAFAH Yy r ef
requires municipalitiedo obtain certificationsdemonstrahg that they have no outstanding
obligations with other government agenciksnunicipalities have outstanding obligations (i.e.,

PayGo), AAFAF requires that excess CAE be used to repay these obligations. To the extent
municipalities have outstanding obligations with different agencies and the excess CAE is not
sufficient to repall of them in full, the municipalities can choose which obligation(s) to pay with

these funds. Municipalities will not receive any excess CAE until all outstanding obligations are

paid.
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In November 2015, CRIM ahGDB executed a deed of trust with respect to the CAE Redemption

Fund, pursuant to whidhe CAE Redemption Fund was divided into two separatdisuds, one

of which would be invested in deposits at GDB asdd for the payment of CAE Loans held by

GDB; the other would be invested in certain qualified instrumentsuaed for the payment of

CAE Loans held by private banks atigt Municipal Finance Authorityt A MFA® he APr i va
SubFundo) . T h-€undsinvestadtinedepSsitstat BPPR.

In April 2016, upon the imposition of restrictions on the withdrawal of funds on deposit at GDB,
no additional CAE revenuesere transferred to GDB. Thereafter, all CAE revenues have been
deposited by CRIM at BPPR and kept in taacounts: (i) in the Private Stdund,an amount
based on the debt servioe the CAE Loans held Igrivate banks and MFA and (ii) in a separate
account at BPPR, an amount based on the debt service payable on CABdlddnysGDB.

Prior to theGDB restructuring, GDB (i) adjusted loan balances by undisbursed deposits consisting

of municipal loan proceeds applied against corresponding loans, (ii) adjusted municipal loan
balances by all remaining municipal deposits applied against corresponding lesnamg (iii)
providedthe accelerated application eonrmunicipalpub |l i ¢ ent ity deposits
loansof such entitiesvhere applicable and pursuant to the GDB Restructuring Act.

Pursuant to the GDB Restructuring Act and the GDB restructu@bd paid, in cash, on defore

the closing of the GDB restructuring, to each municipality that had deposit claims against GDB
for Excess CAE prior to January 2017 corresponding to fiscal years 2015, 2016, and 2017 (such
Excess CAE7 HxXDelsHss aAEaDmo unt equal to 55% o
undisbursed 20127 Excess CAE. Any remainder Excess CAE deposited at GDB was deemed
fully discharged. For the avoidance of any doubt, 201 %xcess CAE does not include, and the
GDB Restructuring Act doesoh address, those proceeds of the special additional tax which
AAFAF has certified as surplus from the Municipal Debt Redemption Fund (as defined in the
Municipal Financing Act) after January 1, 2Q0Jpursuant to Article 20(e) of the Municipal
Financing A¢, corresponding to fiscal years 2017 and beyond and which are deposited in the
Municipal Financing Act accounts created in financial institutions outside of GDB in the name or
for the benefit of each municipality.

As shownin Exhibit 28 above transfers to the CAE trustee totaled@&anillion in FY2019. Total
debt service payments amounted to $3ilon. Of such amount, principal and interest amounted
to $179million and $13 million, respectively

State Redemption Fund

In accordance with Sgon 2.02 of Act 831991, CRIM collects the State Redemption Fuol
behalf of the Central Government algidg the other property taxéhe State Redemption Fund
holdsa 1.03% tax that is instituted on both real and personal propertyrdteeds are collected
by CRIM and transferred to HacienttaAs shownin Exhibit 28 above this amounttotaled
approximately$124 million in FY201.

15 As noted above, some holders of GO bond claims and Commonwealtanteed bond claims have asserted their bonds are
secured by the 1.03% tax on real and personal property collected in the State Redemption Fund. Thev€aithraod the
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Chapter 9CRIM Operatng Expenses

CRI M6s operations are f undeBhsicMuonzipalTaks &Rl MO $ h
operating expenses have remained stable in recent yre&’$2019, alaries and fringe benefits

represent approximately7% of total operating expenses. Otimenpayroll operatig expenses

consist primarily of rent, professional and consulting services, utilitiaed repairs and
maintenanceas represented Exhibit 29. Note that CRIM does not have any outstanding debt,

nor does it have a separate capitalesxjiture budget.

Exhibit 29: CRIM Operating Expenses
(Dollars in milliong

30 31
28 28
21 21 21 21 22
FY15A FY1l6A FY17A FY18A FY19A
Payroll ENon-payroll Opex

Oversight Boarddisagree with that position and assert the GO bonds and Commongeatéinteed bonds are unsecured
obligations of the CommonwealtNevertheless, since money is fungible, the joint plan of adjustment filed on Februarg@8, 20

[ECF No. 11946] provides the 1.03% tax on real and personal property collected in the State Redemption Fund would be used to
pay GO bond claims recovery.
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PartlVV. 2020Fiscal Plan Baselinedfecast

Chapter 10Demographics Macro gsumptions

CRIM does not believéne real and personal property taxes are significantly correlated with the
underlying economic trends of the Commonwealth. As discussed further in the following section,
the forecast wadeveloped usingconomic and demographic indicators for each muritypa

Chapter 11Methodologiesaand Assumptions
Property tax revenuesmethodology

FOMB developed three sets of models for both personal and real property. These models
forecasted the tax base, the uncollected portion of the base, and prior year collections. The tax rate
for each municipality forthe personal and real property was multiplibg each respective
municipal base to estimate tax collections.

For each modelFOMB followed a twoestage estimation process. The first stage forecasts the
economic and demographic indicators for each municipality. The second stage forecasts three base
models for each municipality using demographic and economic indicators from the first stage as
explanatory variables. Additional details are provided below:

Stage 1:FOMB forecasted the neaerm impact of COVIDP19 for each municipality's economic
activity in each industry at the-dgit NAICS sector level. This produced an estimation of the
magnitude and trajectory of potential employment loss {aacksulting loss of personal income)
for the remaining part dfY2020 andFY2021. Population and its distribution are also forecasted
through FY2025 based on population trenisisaccordance with the certifiec@ommonwealth
Fiscal PlanFOMB used the population projection as an explanatory variable to project the long
term employmen trend betweenFY2022 and FY2D25. Other demographic and economic
indicators, such as population dependency ratios and total housing units as a fundten of
population are also projected.

Stage 2:FY2022 to FY202%rojectiors are in turn, based on th estimated effects of COVHDO

on employment (by selected major sector) and incamewell as otheexplanatory variables
during this periodincluding population density, population dependency ratios, and total housing
units

Additional assumptions red upon in the Fiscal Plan are further detaileBxhibits 30 and 31.

The resulting forecasts are presentedEihibits 32 and 33. The Fiscal Plan targets include
measures that are incremental to these baseline projections. These measures are further discussed
in Part V: Measures
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Exhibit 30: CRIM Detailed Assumptions Excluding CRIM Operations

Line Item Assumption

Sources

Central Government Transfers Commonwealth transférbase of $220m per year declining in line
with certified Commonwealth Fiscal Plan reduction of municipal
subsidy, phased out Y2025

ElectronicLottery - $42 million in FY2021based on certified
Commonwealth Fiscal Plan projections, grown annuetliyominal
GNP gravth rate

Uses

Advances to Municipalities A Residual revenues once all other expenses have been disburse

State Redemption Fund A Pasghrough a portion of property tax collections based on State
Redemption Fund tax rate

Special Additional Tax Pass through part of property tax collections based on CAE tax

Net Interest Expense Forecasted at $4 million per year based on a historical run rate.
Interest is paid by CRIM on behalf of the Municipalities and is
netted from the advances to Municipalities.

Adjustments A Forecasted based upon current CRIM projected liquidation anal
for FY2020 and historical averages for FY2e212025

CRIM Property Tax Admin Fee A 5% of basic municipal contributions

Exhibit 31: CRIM Operations Detailed Assumptions

Line Item Assumption

Inflows

CRIM Property Tax Admin Fee
Sales ofCertifications and Maps

5% of basic municipal contributions

-16.4% averageannual growth based on historical trends

ServiceCharges toBanks
Interest and Miscellaneoud ncome
Federal Grants

-23.5% averageannual growth based on historical trends

32.5% average annual growth based on historical trends

o Do Do o Do

No federal grants are assumed during the forecast period

N
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Exhibit 322 CRIM ForecasExcluding CRIMOperations

Forecast
Dollars in thousands FY2020 FY2021 FY2022 FY2023 FY2024 FY2025
Base case
Revenues:
Property Taxes
Real Property Taxes $687,922 $691,922 $689,813 $693,986 $698,036 $701,900
Personal Property Taxes 383,686 364,134 402,510 402,295 402,049 401,781
Total Property Taxes 1,071,608 1,056,057 1,092,323 1,096,281 1,100,084 1,103,681
Central Government Transfers 151,438 173,934 129,814 85,498 86,190 42,703
Total Revenues $1,223,046 $1,229,991 $1,222,138 $1,181,779 $1,186,274 $1,146,383
Expenses
Advances to Municipalities (660,802) (686,836) (658,173) (615,965) (618,686) (577,123
Distribution of Debt Funds
State Redemption Fund (116,621) (114,602) (119,121) (119,505) (119,873) (120,221;
Special Additional Tax (CAE) (392,541) (385,691) (401,169) (402,524) (403,822) (405,046,
Net Interest Expense (4,000) (4,000) (4,000) (4,000) (4,000) (4,000)
Adjustments (20,960) (11,073) (11,073) (11,073) (11,073) (11,073)
CRIM Property Taxes Administrative Fees (28,122) (27,788) (28,602) (28,713) (28,819) (28,921)
Total Expenses ($1,223,046) ($1,229,991) ($1,222,138) ($1,181,779) ($1,186,274) ($1,146,383
Exhibit 33: CRIM Operationg-orecast
Forecast
Dollars in thousands FY2020 FY2021 FY2022 FY2023 FY2024 FY2025
Consolidated CRIM
Revenues:
Property Taxes Administrative Fees $28,122 $27,788 $28,602 $28,713 $28,819 $28,921
Sales of certifications and maps 763 685 383 331 286 286
Service charges to banks 1,087 1,100 382 280 205 205
Interest and miscellaneous income 208 263 414 783 700 700
Federal Grants - - - - - -
Total Revenues $30,180 $29,836 $29,781 $30,106 $30,010 $30,112
Total Expenses ($30,180) ($29,836) ($29,781) ($30,106) ($30,010) ($30,112
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Part V. Measures

In June 2019, CRIM performed an assessment of its current operations in order to identify
improvement initiatives to maximize collection rates and compliadaiditional agency
efficiencymeasureswvill be adoptedo be compliant with the certified Commonwealth Fiscal Plan.
The adoption and successful implementation of these measures, which are summBaxiéaidtin

34 and detailed in the following pages, are instrumental in achieving the targets set forth in this
Fiscal Plan, which are incremental to the baseline forecast.

Exhibit 34: CRIM Measures Forecast

Forecast

Dollars in thousands FY2021 FY2022 FY2023 FY2024 FY2025

Measures
1 Sale of Accounts Receivable 400,000 - - - -
2 Incorrect Mailing Addresses 44,400 66,700 88,900 88,900 88,900
3 Identification and Appraisal of New Properties 22,600 67,800 90,400 90,400 90,400
4 Improvement in Current Year Real Property Tax Collection Rates 13,800 27,600 41,400 55,200 69,000
5 Home Improvements New to the Tax Rolls 10,400 20,700 31,100 41,400 41,400
6 FY2019 Accounts Receivables Collection 22,400 22,400 - - -
7 Appraisal of Non-Appraised Properties - 1,500 6,200 6,200 6,200

8 Swimming Pools New to the Tax Rolls 500 1,000 1,600 2,100 2,100

9 Personal Property Self-Reporting Compliance - - - - -

10 Operational and Organizational Initiatives

11 Commonwealth Agency Efficiencies (savings reinvested in CRIM) - - - - -
Annual Net Impact $ 514,100 $ 207,700 $ 259,600 $ 284,200 $ 298,000

Collections are dunction of the size of the tax base and the subsequent collection rate. The
measures CRIM identifiedocus primarily on increasing the size of the tax base either by
reappraising properties or adding new properties to the taxAdtiitionally, a key clallengewill

be theimprovement ofcollection rates, as described in more detail belewally, data sharing

with municipalities and the Oversight Board through the developmerdatbavarehousehould

help provide additional information on each murédify 6 \searto-date tax collections and
forecasts.

Chapter 12CRIM Measures

The goal of CRIM is to increase the collectiomexdlproperty angersonal property taxes in order
to maximize the Municipalitiégevenues and increase its own administrative fees.

1. Sale ofaccountsreceivable

CRIM previously received an offer from a third party to purchase the portfolio for $400 million in
2017. This sale was not consummated. In 2019, CRIM entered into an agreement with another
third-party vendor to evaluate the accounts receivable portfalipeovide a final valuation report

by January 2020. However, this contract was canceled, and no valuation report was received. As
mentioned above, the net accounts receivable as of FY2019 were approximately $660 million,
including interest, penalties, adéscounts. Therefore, this supports an estimate of approximately
$400 million in proceeds from a sale of the portfolio of receivables, when factoring in additional
discounts and fees.
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CRIM must work to resume the portfolio sale project and to identiferbor the evaluation of

the portfolio by Q2 FY2021. CRIM must target to sell the portfolio by the end of FY2021. A
conservative incremental tax revenue of $400 million has been projected in this Fiscal Plan. This
is a onetime revenue and is only projed to occur in FY2021. The proceeds from the sale must

be first used to offset any remaining FY2020 PayGo and ASES obligation, in accordance with the
repayment waterfall. As a result, the sale will ensure the funding of the public pension system and
essatial public services anavill enable the achievement of the fiscal targets contained in this
Fiscal Plan.

2. Incorrect mailing address

CRIM has identifiedl97,782accounts in HANSENCRIM's existing billing applicationwith a

billing address issue flagAppendix 19 identifies theseincorrect mailing addresseby
municipality. CRIM began actively collaborating with PRASA in rdehuary 2020 to compare

the addresses in HANSEN with t lacwwaeyofthe biIRRRAS A G s
information. As of February 2020, with the data received from PRASA and the tax roll,
approximately 75,800nailing addressewere identified with a possible correct address.of

June2020, CRIM has replaced the incorrect addreése45,371 accounts, which will be included

in the billing period starting July 2020. CRIM will continue its efforts to corroborate and identify

the correct addresses for the remaining accounts.

Assuming an 80% collectiarate ancased on the locatiaf each account as well as the average
net taxable value in eadunicipality, theagency estimates a tax increase of approximately $89
million a year. The estimated potential tax revenue is $44.4 million in FY2021, $66.7 million in
FY2022, and $88.9 milin each year thereafter, enabling the achievement of the fiscal targets in
this Fiscal Plan and improving fiscal governance and accountability. There are no incremental
costs associated with this initiative, as it is currently budgeted as part of theadatt@ause project.

While updating billing address issues will likely generate additional revenue, it is possible that not
all accounts will generate property tax reveta@eause oéxemptions, exonerations, and other
factors which may impact thegaeliminary estimates

3. Identification and appraisal of new properties

CRI'M identified a gap of 215,859 properties i
American Community SurveyildCS0) 2017 dataThis figure was corroborated by the eat
Planimetric Project, whichdentified approximately239,525new properties Appendix 19
identifies these missing properties by municipakyRIM estimates a potential ofL$3 million

per year from the identification of these new properties, based on the location of each property as
well as the average net taxable value in each Municipality. At an estimated collection rate'df 80%,
the projected tax revenues tot&@03nillion. Collection of tax revenues from the owners of these
newly identified propereswill enable the achievement of the fiscal targets contained in this Fiscal
Plan, as well as improve fiscal governance by ensuring that all taxable propertretaatdaxed.

As of February 2020, with the data received from PRASA and the tax roll, approximately 171,694
contacts and addresses were matched to these newly identified properties as possible debtors.

1680% collection rate assumed in these measures is based on historical collection rates aicliprémt year taxes.
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CRIM must conduct field investigations to further corrobotthiee number of new properties,
which may impact these preliminary estimates.

There are no incremental costs associated with this initiative as CRIM will use virtual appraisals
and automatically send bills to the identified properties. CRIM estimatesaxietrease of&2.6

million in FY2021 $67.8 million in FY2022 and 0.4 million in FY2023 and thereafter.
Furthermoreunder Act 831991 CRIM may collect up to five years of back taxes, whi€h
implemented, will generate additional revendeticle 3.08 of Act 831991 establisheshe
requirement to levy and collect real property taxes retroactive for five years from the date the
assessment.i¥he languagef the Municipal Code provides thite assessment of improvements
other than the principal residence of the taxpayél be retroactive to five years since the date

the assessment is made.

There is an ongoing initiative by the Commonwealth to streamline property registidtions
citical because Puerto Ricobs current set of
Cadaster, do not comprehensively map all land ownership, complicating Government disaster
relief efforts. As such, property registration reforms must enable ther@uoent to verify the
ownership of every property in Puerto Rico in order to (a) ensure the implementation of accurate
fiscal governance and ensure all taxes are collected, and (b) comply with the U.S. Department of
Housing and Ur ban Didelined far pnoekimg $8.8 IhillldtiD Gommumity
Devel opment Bl ock Gr awitT of)o rf uMidtsi,g amthiiocrh (WidDB G
for the people of Puerto Rico.

As part of this initiative, CRIM must work closely with other government agennoigdading the
Department of Justice. CRIM must update its tax roll to incorporate any new properties or updated
ownership information identified by this initiative.

4. Improvement in current year real property tax collection rates

Historically, CRIM only collects approximately 68% of current year real property tax billings. By
analyzing a set of comparable jurisdictions that experienced economic decline and/or financial
distress, CRIMmust target an improvement of 840 basis points (8.40%), the average of the noted
five-year improvement iexhibit 35.

Exhibit 35: BenchmarkCollection RateImprovement

Collection Rates 5 Year

Jurisdiction Recent Minimum 5 Years Later ~ Improvement

Detroit 68.3% 82.0% 13.7%
Cleveland 76.9% 90.29% 13.4%
St Louis 88.2% 92.1% 3.9%
Harrisburg 83.5% 85.9% 2.5%
Toledo 86.4% 87.4% 1.0%
Philadelphia 79.5% 93.5% 14.0%
Washington DC 83.7% 98.5% 14.8%
Flint 65.4% 69.29% 3.8%
Average 79.0% 87.4% 8.4%
Median 81.5% 88.8% 8.6%
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If this benchmark is met, collection of current year real property tax billings will improve to
approximately 76% by the end of the forecast period, resulting in a potential $69 million per year
of additional collections, as shown kxhibit 36, enabling the achievement of the fiscal targets
contained in this Fiscal Plan. It will take Puerto Rico several years to realize the full benefit of this
measure. Therefore, the benefit was ramped into the projections with an estimated total
incremental reenue of $13.8 million in FY2021, $27.6 million in FY2022, $41.4 million in
FY2023, $55.2 million in FY2024, and $69.0 million in FY2025.

Operational and technological initiatives are underway. Coupled with an updated tax roll and
integrated billing systemthese initiatives will improve collection rates. However, it will be
necessary to hire additional staff to realize the potential benefits of these improved fiscal
governance and accountability measures. The cost of additional staff is covered through
reinvestment from the agency efficiency measures noted above.

Exhibit 36: Targeted Puerto Rico Collection Rate Improvement

(Dollars in millions)

Targeted Puerto Rico Collection Rate Improvement

FY2019 Billings $824.9
FY2019 Current Collections 558.3
Puerto Rico Collection Rate* 67.7%
5 Year Comparable Improvements 8.4%
Adjusted Puerto Rico Collection Rate 76.1%
Adjusted Collections 627.3
Incremental Improvement $69.0|

*FY2015 to FY2018 collections ranged from 66.4% to 68.4%

5. Home improvements new to the tax roll

The Planimetric Project preliminarily identified 547,207 homes that appear to have been
substantially improved; however, the value of these improvements is not currently reflected on the
tax rolls. Based on a detailed review of the kigbolution digitalmages of the Planimetric Project
results, CRIM adjusted the number of home improvements new to the tax ®ll7gP4.
Appendix 19identifies thesévome improvementisy municipality.

If properly assessed, CRIM estimates incremental tax rever$l & million annually, enabling

the achievement of the fiscal targets contained in this Fiscal Plan. At an estimated collection rate
of 80%, projected tax revenues total $41.4 million. There are no incremental costs associated with
this initiative as CRIMwill use virtual appraisals and send bills to the identified properties. CRIM
estimates a net tax increase of $10.4 million in FY2021, $20.7 million in FY2022, $31.1 million

in FY2023, and $41.4 million in FY2024 and thereafter. As of February 2020, thégtllata
received from PRASA and the tax roll, approximately 499,065 contacts and addresses were
matched to these newly identified home improvements as possible debtors.
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6. FY2019 accounts receivables collection

CRIM must transition from the HANSEN tax fslystem to a unified system, which must provide
increased visibility into delinquent tax acc
accountability. As of FY2019, CRI M6s gross re&€
system totaled $1.7 billiofprincipal only). Given the aging of certain receivables, it is more
appropriate to focus on receivables that are less aged, and therefore more likely to be collected.

As of May 2019, CRIM identified $56 million in tax revenue, represented by 32,963y&zgpa

who paid taxes in FY2016 and FY2017 but not in FY2019. At an estimated collection rate of 80%,
the projected tax revenues total $44.8 million. There are no incremental costs associated with this
initiative. CRIM estimates net tax increases of $22 Mianiin FY2021 and FY2022. CRIM must
leverage the newly launched call center to follow up with these taxpayers to expedite collection.

7. Appraisal of non-appraised properties

In May 2019, CRIM identified 49,166 properties awaiting appraisal; howeverf, A;me2020,

this number has decreased. 9505 CRIM will provide reporting to confirm that the other 31,661
properties have been appraised taxedCRIM must continue to ensure tremainingproperties

are appraised and taxed, in order to i mprove
ensure CRIM meets the fiscal targets contained in this Fiscal Plan.

As noted above, -DRsetVdnployted dverage Do tilesseapheels than

the national average and likely cannot remediate the backlog in an expedited timeframe with
current staffing and technology available. However, SKALA | and SKALAr#expected to
provide additional technologicahdprocess improvements thatositd further reduce turnaround

time. This initiative includes contracting external appraisers to perform the appraisals using the
SKALA application. The estimated cost associatétth this initiative ranges from $200 to $350

per appraisal, with a pilot pjext that will initially target 2,000 appraisals ($5000to $70Q000

total).

To potentially offset costs associated with the implementation of SKALA while achieving the
measure, CRIMmustuse the savings from the Commonwealth Agency Efficiencies measure to
hire additional appraisal staff and appoint certain individuals to focus on reducing this backlog.

Assuming an 80% collection rate and based on the location of thessppaised propées as
well as the average net taxable value in each Municip@RyM estimates a potentiab® million
per year from this initiativeAppendix 19 provides municipal level detailf the norappraised
properties

If all the appropriatededicated staff is identified and begins working in FYRQ2al property
taxes could increase by an estimatédb#nillion in FY2022 and $.2million annually thereafter.

17 Calculation based on survey from the International Association of Assessing Officers (IAAO)
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8. Swimming pools new to the tax roll

The Planimetric Project identified 27,773swni ng pool s that arBasedaot 1 n
on a detailed review of the higlsolution digital images of the Planimetric Project results, CRIM
adjusted the number of pools new to the tax ral3®51 Appendix 19 provides municipal level

detail If properly assessed, CRIM estimates approximately $100 of additional tax per pool,
resulting in potential tax revenue of 62nillion annually. At an estimated collection rate of 80%,

the projected tax revenues total Baillion. There are no iremental costs associated with this
initiative as CRIM will use virtual appraisals and automatically send bills to the identified
properties beginning in mieY2021. CRIM estimates a net tax increasesf000 in FY2021,
$10millionin FY2022, $16 million in FY2022, and $2.million in FY2024 and thereafteERIM

must implement measures to collect applicable taxes on these pools, to ensure the fiscal targets of
this Fiscal Plan are met.

9. Personal property self-reporting compliance

Personaproperty is seHassessed by taxpayers annually, making compliance the key area of focus
for improving revenue collection.

CRIM must work with Hacienda to implement reforms to meaningfully simplify paying taxes
through digitalization and increase reveno#lections using data and analytics to address non
compliance. Doing so will allow CRIM to corroborate the ss$essed value of the personal
property that is reported to the agency with what is reported to Hacienda.

CRIM must establish a memorandumafder st andi ng (AMOUO) with Hact
their systems to start corroborating this information by Q2 FY2021. This will guarantee
transparency, accountability, and fiscal governance across the government and will address
potential delinquenciedt this time, it is unclear how much additional personal property taxes

could be captured through this initiative.

10. Operational and organizational development initiatives

Following the 2018 assessment, CRIM operational areasdiswbeen working andhtegrating

new systems and processes throughout mul ti pl
collecting real and personal property tax revenues. These fall into operational and organizational
development initiatives.

10a. Operational improvements

Some of the most critical areas negatively affecting CRIM operations included obsolete hardware,
outdated applications, and insufficient data bandwidth to support communications. Specific CRIM
services are impacted by outdated applicationsigéiiefy customer service, billing and collections,
appraisals, digitalization, and workflow systems, resulting in both inefficiencies and duplication
of services. The most critical systems improvements that CRIM must implement to improve fiscal
accountabiliy and transparency are detailed below:
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Data warehouse

A new data warehouse, known as ATrue North, o
repository of information that was previously spread throughout several systems. This portal will
allow for increased data sharing with several entities, including each of the 78 municipalities, the
Oversight Board, PRASA, and other governmental agencies. Through this portal, municipalities

will have access to important historical data on tax paymeleiéaquencies, and forecasts.
Furthermore, data collaboration with other governmental entities and agencies will allow CRIM

to address data deficiencies that previously hindered its tax appraisal, billing, and collection
efforts. CRIM must continuetodee | op and t hen i mpl ement the AT
fiscal transparency, accountability, and governance.

In addition, CRIM must establish an MOU with Hacienda to improve compliance for personal
property and ensure that the amounts beingreplired are accurate, as described above

Billing systemupdate

CRI M6s previous billing system, known as HAN:
updated since 2007. CRIM is now moving (and must continue to move) to a unified system known

as ACRIM 36006, which wil!|l repr e sreANSENaystene ¢c h n o |
CRI'M 3606s ability to be updated and interfac:

and efficient billing system that reduces errors and omissions currently experienced with the
HANSEN system.

Appraisal system

CRI1 M6 s sahspstem was outdated and was replaced by SKALA | in October 2019, with phase

two (SKALA 1) scheduled to roll out in June 2020. Through technological improvements,
SKALA will allow for virtual appraisals, reducing the time it takes for new appraisats fays

to hours. It will also allow for more efficient allocation of appraisal staff and will likely be used

by thirdparty appraisers gi ven CRI M6 s current un
SKALAGO6s main | imitati onedtotresidential propprites only. CRISI t h a't
must continue to roll out and use SKALA 1.

While the aforementioned technology and systems improvements represent the three biggest
priorities for successful implementation of measuednibit 37 and Exhibit 38 provide a more
detailed view of all operational initiatives recently completed or currently underway.

51



Exhibit 37: CRIM Current Operational Initiatives (Systems Hardware and Services)

52

Area

Systems
Hardware

Services

Initiatives Time frame
Upgrade the data bandwidth from a 70bps from a single provider to a
concurrent service with two carriers with over 300 bps each to
A. Improve the transfer of data from within the regions and Central
Office as well as to provide a reliable service to the public, October 2018
municipalities, and government agendi@®ughthe use of the thr ough July 2019
Digital Cadaster (Completed)
B. Guarantee successful submittals of the eleatrparsonal tax
returns through the application eMueble that had many issues in
May 2018 due to outdated hardware
Data migration to new hardware and a cloud environment with a-hyper Oct 2018 through
convergence system withicro-segmentation ensures data security as well a  February 2019
efficiency in data communication (Completed)
. - July 1 October 2019
Backup and recovery plan for business continuity (Completed)
Reorganization of theperations department as well as the nine (9) regiol
offices including:
A. Regional offices report directly to the Executive Director
B. New departments and offices
Administrative Review July 2018 through
c i d Fi ial Servi ¢ fi January 2019
| orporate an inancial Services, to serve financ (Completed)

institutions and corporations with a dedicated analy
assigned
TaskforceCRIM AL DIA to eliminate service backlog starting with the
regional office of Bayamon and finish all regions by the end of 2019

2016 process flow charts were reviewed and streamlined to minimize proc
time, as well as new essential processes were identified and integrate:
development

Decentralization of processes from the central offidh¢aregions including:
1 Review and approval of appraisals is now completed at the regior
well as other service requests
1  Tasks that were assigned to the central cadaster unit
Restructuring of the procedures of the Committee of Final Agreements

January T August
2019
(Completed)

July i October 2019
(Completed)



Exhibit 38: CRIM Current Operational Initiatives (Applications)

Areas Initiatives Time frame

Design and creation of a robust data warehouse and validation system, thr

collaborative agreements currently under discussion with other governn September 2019
agencies to correlate data such as billing addresses which can result in addi  through

tax evasion fighting mechanisms and update of correct addresses in HANS  September 2020
CRI M6s bilidni ng applicat

Upgradeof the Digital Cadaster of Puerto Ri¢€DPR) includes the purchase

of new licenses and the migration of the platform ESRI & ArcGIS, which ¢ ggggary SLiEY
required to allow the system to integrate the new layers that will show (Completed)
changes in the properties P
Photogrammetry & Planimetry project to update the photography of the CLC
that was already almost 20 years old to have available January - Ma
A. Recent changes in properties and identify new constructi 2019 ry Y
improvements, pools, etc., (Completed)
B. New tools and dashboards for decisiorking and P
Applications C. Provide municipalities with updated information
Upgrade satellite appraisal application SATAS to a new application SKALA
A. Reduce the time required to process a new appraisal from day
hours Phase 1:
B. Distribute the appraisals more efficiently by type, availabilitt October 2019
distance, and revenue for CRIM (Completed)

C. Allow for virtual appraisals that do not require a field visit as it wi
compare the location to an Appraisals database that relies on | Phase 2:
geolocated data June 2020
Allow certified EPAs to work for CRIM complying with CRIMs appraisa
process using the same system than the rest of CRIMs appraisals

Upgrade eMueble front end application afperformance and user interface  April 2019
were evaluated through controlled trials in May 2018 (Completed)

I n 2019 the U.S. Department of the Treasury a
request of Hacienda, against a set of criteria developed by economists and tax policy experts that
should inform and guide effective tax design. Detailed catyiguide the property tax system

identified in the report are listed Appendix 20.

10b. Organizational development

Addressing employee performance is the key t
working to I mplement three main initiatives t
data and performanakr i ven, whi ch wi | | b et ttrategy.ExHibit 8n wi t h

presents an overview of these organizational initiatives. CRIM must continue to implement these
measures.
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Exhibit 39: Organizational Development Initiatives

Areas Initiatives Timeframe

A. Transforming HR from a transactional approach to a strategic and pe
Human Capital approach, where the department becomes a business partner and its effo
M t focused on our employees

Gl B. Implementing a new competenbgpsed performance evaluatiorethod
C. Synchronizing all employee evaluation cycles during the month of Octob:

October 2019
(Completed)

April thr ough
August 2019
(Completed)

Management Implementing a Supervisory and Leadership Acaddamyall employees with
Development supervisory roles comprised of 8 modules with varied topics

Createa department of Quality Unit with the responsibility of detecting ar
Quality Unit measuring servicedeficiencies, streamlining processes, and monitoring
oversight adherence to processes

TBD in planning
stage

11. Commonwealthagencyefficiencies

To align with the agency efficiency measures identified in the certified Commonwealth Fiscal Plan
andotherwise eliminate deficits and meet the fiscal targets contained in this Fiscal Plan, CRIM
must: (1) standardize health insurance so that each employee receives a $125 employer
contribution per month towards the cost of health insurance or $1,500 peanasay other amount

as established in the certified Commonwealth Fiscal Plan; (2) implement and maintain a payroll
freeze throughout the Fiscal Plan forecast period; and (3) eliminate'tmedth payment.

The estimated savings of theseasures average approximateB:7million annually. These
savings will bereinvestedo hire additional employees or thipdirty appraisers to help decrease
the backlog of nofappraised propertiegAssuming an average personnel cost of $40,000 to
$50,000per employee, these savirgmildfund an additionab0to 62 operating services positions
(i.e., appraisers and collectors) in FY20®@ith a cumulative total d7 additional staff supported

by reinvestment through FY282

Additionally, assuming an aoal PayGo obligation for CRIM of approximately $5 million, and
the pension cut taking effect mid FY2022, CRIM would save approximately $0.1 million in
FY2022 and approximately $0.3 million starting in FY2023. These funds will be reinvested.
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Chapter 13Measure Timeline and Reporting

Below is a proposed summary that details a timeline and certain assumptions as it relates to the
implementation of the proposed CRIM measures, along with the estimated incremental tax
revenues generated tyese measures:

Exhibit 40: Description, Action Items, and Timing of CRIM Measures

1. Sale of A/IR A Identify experts for the evaluation of the portfolic A November 1, 2020
A Collect $400 million in receivables by F2021 A FYE2021

2. Incorrect Mailing A Address 50% of incorrect addres¢es FY2021 A December 31, 2020
Addresses collections) A June 30, 2021
A Address cumulative 75% of incorreaidresses A June 30, 2022

(for FY2022 collections)

A Address cumulative 100% of incorrect addresst
(for FY2023 collections)
3. Identification and A Utilize bulk appraisal method to appraise all A December 31, 2020
appraisal of new properties properties A January 1, 2021
A Billinitial 25% of the backlogfor FY2021 A July 1, 2021
collections) A July 1, 2022
A Bill cumulative 75% of the backlogor FY2022
collections)
A Bill cumulative 100% of the backlog@or FY2023
collections)
4. Improvement in Real A Hire additional collections staff to assist with A FYE 2025
Property Tax Collection compliance efforts by January 2021 in order to
Rates increase collection rates by 170 basis points
(1.7%) per year, resulting in an annual
incremental revenue ofl8.8 million inFY2021,
gradually increasing to $69.0 million Y2025
5. Home Improvements A Address initial 25% of home improvements A December 31, 2020
New to Tax Rolls A Address cumulative 50% of home improvemeni A June30, 2021
A Address cumulative 75% of home improvement A June30, 2022
A Address cumulative 100% of home improvemer A June30, 2023
6. FY 2019 A/R Collection A  Collect $22.4 million of outstanding balancesin A  June 302021
FY2021 and FY2022 June 30, 2022
7. Appraisal of non A Hire 23 staff, and train in time to begin sending A January 31, 2021
appraised properties out invoices in April 2021 A April 30, 2021
A Hire an additional 38 appraisal staff to continue A  April 30, 2021
work on backlog and new appraisals A April 30, 2022
A Appraise initial 25% of the baaidy (for FY2022
collections)
A Appraise 100% of the backIdépr FY2023
collections)
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8. Swimming Pools New tc A  Address initial 25% of new pools by June 2020 A December 31, 2020

Tax Rolls (for FY2021collections) A June 30, 2020
A Address cumulative 50% of pools (for FY2022 A June 30, 2021
collections) A June 30, 2022
A Address cumulative 75% of pools (for FY2023
collections)
A Address cumulative 100% of pools (for FY2024
collections)
9. Improve personal A Establish an MOU between CRIM and Haciend A December 31, 2020
property selreporting
compliance
10. Operational A Implement systems hardware upgrades A DecembeB1,2020
improvements

11. Commonwealth agency A  Eliminate 13' payment or identify alternative A July 2020i June
initiatives savings 2021
A Align employer healthcare contributions with
certified Commonwealth Fiscal Plan
A Implement payroll freeze

Monitoring and Reporting

The fiscal and structural measures described in the Fiscal Plan represent a significant and
transformative effort for CRIM and the Municipalities. As such, there are strict reporting
requirements needed to ensure these measures are being achieved o tinigeatify any risks

to address them at an early stage.

To ensure that the fiscal targets contained in this Fiscal Plan are achieved, and to allow the
Oversight Board to make accurate estimates of revenues and expenses, CRIM must produce
monthly perfemance reports, which shall be submitted to the Oversight Board on the 15th of each
month, demonstrating the progress made on all key measures. Progress realized must be displayed
against the projections as set forth herBixhibit 41 provides additionatietails for the reporting
requirements.

Exhibit 41: Reporting Requirements

Cadence for  Reporting

Reporting requirements FOMB requirement
reporting source

Monthly reports of actual cash revenues, actaah expenses,

Monthly Fiscal Plan

and cash flow

'::;gili‘:'\g Headcount and payrollincluding fringe benefits expenses Monthly Fiscal Plan
Monthly and quarterly reports detailing actual versus projecte Monthly, Fiscal Plan
budget quarterly
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Cadence for  Reporting

Reporting requirements FOMB requirement
reporting source
Sale of A/R Monthly Fiscal Plan
Incorrect mailing addresses Monthly Fiscal Plan
Identification and appraisal of nguvoperties Monthly Fiscal Plan
Improvement in real property tax collection rates Monthly Fiscal Plan
Measures Home improvement new to tax rolls Monthly Fiscal Plan
progress FY2019 A/R collection Monthly Fiscal Plan
reports Appraisal of norappraised properties Monthly Fiscal Plan
Swimming pool new to tax rolls Monthly Fiscal Plan
Personal Property SelReporting Compliance Monthly Fiscal Plan
Operational improvement efforts Monthly Fiscal Plan
Commonwealth agency initiatives Monthly Fiscal Plan

Measures Progress reports must include: (a) Monthly monitoring by each key performance
indicators for each of the measures; (b) Monthly-ssghiorted realized savings achieved year to
date for each the measures; and (c) Implementation dashboard/tratlgotdes the status of

each measurdéf, after any fiscal quartethe projected progress for any measure is not realized,
the Oversight Board may use any of its powers to correct the corresponding shortfall.

PartVI. Forecast with Masures

Targets set forth in this Fiscal Plan are incremental to any baseline projections as it includes
improved collections and cesavings achieved by the successful implementation afdtigied

Fiscal Plam€measures. As identified Bxhibit 42 and 43, theimpact of the measures results in an
estimated revenue increasel®6 to 49% from the base case for each year of projected results.
These funds will be redistributed to municipalities according to the applicable law.

Exhibit 42: Property Tax Baseline and Measures
($ in millions)

1,570
1,384 1,402
1,300 1,356
514 8 260 284 298
1,056 1,092 1,096 1,100 1,104
FY21F FY22F FY23F FY24F FY25F
Total Property Tax Collections Total Measures
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Exhibit 43: Property Tax Baseline and MeasuBzsakdown

($ in millions)

Forecast
FY2021 FY2022 FY2023 FY2024 FY2025

1,056.1 1,092.3 1,096.3 1,100.1 1,103.7

Baseline Revenue

Measures
Sale of Accounts Receivable 400.0 - - - -
Incorrect Mailing Addresses 44.4 66.7 88.9 88.9 88.9
Identification and Appraisal of New Properties 22.6 67.8 90.4 90.4 90.4
Improvement in Current Year Real Property Tax Collection Rates 13.8 27.6 41.4 55.2 69.0
Home Improvements New to the Tax Rolls 10.4 20.7 31.1 41.4 41.4
FY2019 Accounts Receivables Collection 22.4 22.4 - - -
Appraisal of Non-Appraised Properties - 15 6.2 6.2 6.2
Swimming Pools New to the Tax Rolls 0.5 1.0 1.6 2.1 2.1

Personal Property Self-Reporting Compliance -
Operational and Organizational Initiatives -
Commonwealth Agency Efficiencies (savings reinvested in CRIM) - - - - -
Total Measures 514.1 207.7 259.6 284.2 298.0

Total Revenue (baseline + measures) $1,570.2 $1,300.0 $1,355.9 $1,384.3 $1,401.7

As mentioned above, the increase in property tax collections as a result of the measures will not
be shared equally among the municipalities, as the municipalities with the highest number of
properties will most likely be the ones that benefit the mast.ensure that the smaller
municipalities also benefit from these measures and adequate funding is provided to essential
services, CRIM must work closely with the municipalities, AAFAF and the Oversight Board to
investigate a funding strategy where the mipilities with the higher number of properties would
contribute a portion of their collections to the Equalization Fund, which would be disbursed to the

smaller municipalities.
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Part VII. Appendix

Appendix 1:CommonwealtiBupport tolncentivizeMunicipal ServiceConsolidation

Vision and reform needed to transform municipalservices

Giventhe lack of meaningful progress to date in achieving municipal government services reform
and municipalitiesdo financial challenges, par
and COVID19, the Government will need to develop a solutiostteamline and consolidate

municipal services throughout Puerto Rico. Otherwise, the Government faces the prospect of
expanding municipal operating deficits, further deteriorating infrastructure, and worsening service
delivery.

Since municipalities pragie services that are, in most cases, complementary to those of the
Government, the Commonwealth should take this opportunity to rethink the entire governmental
structure, not just that of municipal governments. This will allow the Government to delitezr be
services across agencies in coordination with municipalities, and to do so mesHeaxistely. A
centralized approach has proven, repeatedly, to be inadequate for the management of various
government programs in Puerto Rico. A new decentralizechoodld remove the bottleneck of
centralized Commonwealth agencies, dramatically incredbmgapacity to respond to a crisis

and improving service delivery at a local level. Unfortunately, the vast majority of municipalities
do not (individually) havehe administrative or financial capacity to operate Commonwealth
programs. Many also lack the economies of scale necessary to be efficient with programs such as
ASUME, ADFAN, or Vivienda. However, a consolidated municipal service structure could enable
thedelegation of certain Commonwealth responsibilities to local governments. Such a model could
yield municipa] and Commonwealth savings and a portion of those savings could be reinvested
back into the municipalities where savings are realized.

In addition a more integrated government structure could help implement kozld economic
development strategies, which are more viable at a regional level than on an individual
municipality basis. On the revenue side, service consolidation could further entiac
coordination of property tax collection by standardizing and automating processes and integrating
data and information systems.

Incentivizing consolidation of services

To further incentivize service consolidation, the 2@20nmonwealtlFiscal Plafays out a set of
voluntary options for municipalities to consider. By consolidating services, municipalities will be
able toreduce costs significantlyynder this approach, municipalities that voluntarily choose to
consolidate services will be eligibie receive a onéime financial incentive upon certification of

such action by the Oversight Board. To fund this initiative, the 2020 Fiscal Plan sets aside $22
million in each fiscal year through FY2025 for distribution among municipalities that complete
service consolidations, as confirmed by the Oversight Board. The amount distributed will be
determined in coordination between AAFAF and the Oversight Board and will depend on the size
of the municipality and the scale of service consolidation. The 20&talFPlan otherwise
maintains the overall approach of phasmd the entirety of municipal appropriations, which will
reach zero by FY2025
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Appendix2: CommonwealtiEarthquakeSupportTransfer byMunicipality

(Dollars in actuals)

$ Amount
Municipality = Received from
Cw

Total $ 14,861,000
Adjuntas $ 250,0(
Cabo Rojo $ 250, 0(
Guanica $ 2,000,00
Guayanilla $ 2,000,00
Hormigueros  $ 111,0(
Jayuya $ 250,0(
Juana Diaz $ 250,0(
Lajas $ 250, 0(
Lares $ 250,0(
Las Marias $ 250, 0(
Maricao $ 250,0(
Pefuelas $ 2,000,001
Ponce $ 2,000,00
Sabana Grande $ 250,0(
San German $ 250,0(
Utuado $ 2,000,00
Villalba $ 250,0(
Yauco $ 2,000,04

60



Appendix3

: Emergency Measure Support Packag®unicipality

Population % distribution

Equitative + Population

% of total Support by Uniform
Municipality Pop.* Population Muni Support Pop. Adjustments Total
Culebra 1,710 0.1% $53,519 $1,000,000 - - $1,000,000
Maricao 5,426 0.2% 169,820 1,000,000 - - 1,000,000
Las Marias 7,961 0.2% 249,159 1,000,000 - - 1,000,000
Vieques 8,364 0.3% 261,772 1,000,000 - - 1,000,000
Maunabo 10,370 0.3% 324,554 1,000,000 - - 1,000,000
Ceiba 11,018 0.3% 344,835 1,000,000 - - 1,000,000
Florida 11,329 0.4% 354,568 1,000,000 - - 1,000,000
Rincon 13,627 0.4% 426,490 1,000,000 - - 1,000,000
Jayuya 13,947 0.4% 436,505 1,000,000 - - 1,000,000
Hormigueros 15,462 0.5% 483,920 1,000,000 - - 1,000,000
Guanica 15,551 0.5% 486,706 1,000,000 - - 1,000,000
Ciales 15,918 0.5% 498,192 1,000,000 - - 1,000,000
Patillas 16,310 0.5% 510,461 1,000,000 - - 1,000,000
Arroyo 17,169 0.5% 537,345 1,000,000 - - 1,000,000
Adjuntas 17,302 0.5% 541,508 1,000,000 - - 1,000,000
Luquillo 17,594 0.6% 550,647 1,000,000 - - 1,000,000
Guayanilla 17,719 0.6% 554,559 1,000,000 - - 1,000,000
Comerio 18,598 0.6% 582,069 1,000,000 - - 1,000,000
Pefiuelas 19,402 0.6% 607,232 1,000,000 - - 1,000,000
Orocovis 20,221 0.6% 632,865 1,000,000 - - 1,000,000
Santa Isabel 21,037 0.7% 658,404 1,000,000 - - 1,000,000
Villalba 21,476 0.7% 672,143 1,000,000 - - 1,000,000
Sabana Grande 21,741 0.7% 680,437 1,000,000 - - 1,000,000
Lajas 21,991 0.7% 688,261 1,000,000 - - 1,000,000
Aibonito 22,143 0.7% 693,018 1,000,000 - - 1,000,000
Quebradillas 22,828 0.7% 714,457 1,000,000 - - 1,000,000
Catafio 23,244 0.7% 727,477 1,000,000 - - 1,000,000
Barceloneta 23,504 0.7% 735,614 1,000,000 - - 1,000,000
Lares 24,484 0.8% 766,286 1,000,000 - - 1,000,000
Loiza 24,686 0.8% 772,608 1,000,000 - - 1,000,000
Aguas Buenas 24,848 0.8% 777,678 1,000,000 - - 1,000,000
Naguabo 25,376 0.8% 794,203 1,000,000 350,000 - 1,350,000
Afiasco 26,031 0.8% 814,703 1,000,000 350,000 - 1,350,000
Salinas 27,083 0.8% 847,628 1,000,000 350,000 - 1,350,000
Naranijito 27,209 0.9% 851,571 1,000,000 350,000 - 1,350,000
Barranquitas 27,476 0.9% 859,928 1,000,000 350,000 - 1,350,000
Utuado 27,545 0.9% 862,087 1,000,000 350,000 - 1,350,000
Fajardo 29,699 0.9% 929,502 1,000,000 350,000 - 1,350,000
Morovis 30,068 0.9% 941,050 1,000,000 350,000 - 1,350,000
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Population % distribution

Equitative + Population

% of total Support by Uniform
Municipality Pop.t Population Muni Support Pop. Adjustments Total

San German 30,229 0.9% 946,089 1,000,000 350,000 - 1,350,000
Camuy 30,503 1.0% 954,665 1,000,000 350,000 - 1,350,000
Yabucoa 32,158 1.0% 1,006,462 1,000,000 350,000 - 1,350,000
Corozal 32,320 1.0% 1,011,532 1,000,000 350,000 - 1,350,000
Yauco 33,860 1.1% 1,059,730 1,000,000 350,000 - 1,350,000
Moca 34,909 1.1% 1,092,561 1,000,000 350,000 - 1,350,000
San Sebastian 35,652 1.1% 1,115,815 1,000,000 350,000 - 1,350,000
Dorado 35,779 1.1% 1,119,790 1,000,000 350,000 - 1,350,000
Vega Alta 35,806 1.1% 1,120,635 1,000,000 350,000 - 1,350,000
San Lorenzo 35,900 1.1% 1,123,577 1,000,000 350,000 - 1,350,000
Las Piedras 36,458 1.1% 1,141,041 1,000,000 350,000 - 1,350,000
Aguada 36,621 1.1% 1,146,142 1,000,000 350,000 - 1,350,000
Manati 37,393 1.2% 1,170,304 1,000,000 350,000 - 1,350,000
Juncos 37,723 1.2% 1,180,632 1,000,000 350,000 - 1,350,000
Coamo 37,845 1.2% 1,184,450 1,000,000 350,000 - 1,350,000
Cidra 38,288 1.2% 1,198,315 1,000,000 350,000 - 1,350,000
Hatillo 38,826 1.2% 1,215,153 1,000,000 350,000 - 1,350,000
Guayama 39,521 1.2% 1,236,905 1,000,000 350,000 - 1,350,000
Isabela 40,268 1.3% 1,260,284 1,000,000 350,000 - 1,350,000
Cayey 42,349 1.3% 1,325,414 1,000,000 350,000 - 1,350,000
Canovanas 44,296 1.4% 1,386,350 1,000,000 350,000 - 1,350,000
Juana Diaz 44,510 1.4% 1,393,048 1,000,000 350,000 - 1,350,000
Gurabo 46,068 1.4% 1,441,809 1,000,000 350,000 - 1,350,000
Cabo Rojo 47,117 1.5% 1,474,640 1,000,000 350,000 - 1,350,000
Rio Grande 47,889 1.5% 1,498,801 1,000,000 350,000 - 1,350,000
Vega Baja 50,185 1.6% 1,570,660 1,000,000 350,000 400,000 1,750,000
Humacao 50,532 1.6% 1,581,521 1,000,000 350,000 400,000 1,750,000
Aguadilla 50,598 1.6% 1,583,586 1,000,000 350,000 400,000 1,750,000
Trujillo Alto 63,746 2.0% 1,995,084 1,000,000 350,000 400,000 1,750,000
Toa Alta 71,094 2.2% 2,225,058 1,000,000 350,000 400,000 1,750,000
Mayaguez 71,986 2.3% 2,252,975 1,000,000 350,000 400,000 1,750,000
Toa Baja 74,623 2.3% 2,335,506 1,000,000 350,000 400,000 1,750,000
Arecibo 82,114 2.6% 2,569,955 1,000,000 350,000 400,000 1,750,000
Guaynabo 83,787 2.6% 2,622,316 1,000,000 350,000 400,000 1,750,000
Caguas 124,434 3.9% 3,894,461 1,000,000 350,000 400,000 1,750,000
Ponce 133,191 4.2% 4,168,533 1,000,000 350,000 400,000 1,750,000
Carolina 147,661 4.6% 4,621,406 1,000,000 350,000 400,000 1,750,000
Bayamon 170,480 5.3% 5,335,582 1,000,000 350,000 400,000 1,750,000
San Juan 320,967 10.0% 10,045,434 1,000,000 350,000 400,000 1,750,000

Total 3,195,153 100% $100,000,000 | $78,000,000 $16,450,000  $5,600,000 $100,050,000
Note:

1. AAFAF used population estimates from US Census Bureau (2018 estimate) for the allocation of the funds

62




Appendix4: FY2018Real propertylax Exemptions byLandUseCategorie$

Properties Receiving Some Exemption

Properties Receiving No Exemption

Total % of Total % of Total % of Value Average Effective Tax
Land Use Category Properties  Properties Value Exempted  Exemption Rate Rate Percent of Value Effective Tax Rate
Single-family 931,340 71.2% 49.2% 67.4% 95.0% 1.2% 23.9% 10.3%
Residential, Vacant 189,572 14.5% 4.7% 52.3% 97.1% 0.8% 43.6% 10.2%
Condominiums 77,438 5.9% 5.8% 53.2% 92.9% 1.5% 38.1% 10.3%
Residential, other 56,597 4.3% 4.4% 45.2% 74.9% 3.0% 36.7% 10.3%
Retail stores 21,426 1.6% 4.1% 13.4% 88.3% 0.8% 85.3% 10.3%
Office and office buildings 7,671 0.6% 2.0% 12.9% 90.5% 1.4% 85.2% 10.3%
Mixed use 6,224 0.5% 0.7% 18.3% 61.7% 4.5% 66.9% 9.6%
Institutional, all 3,534 0.3% 2.3% 89.7% 98.8% 0.2% 8.3% 10.1%
Motor vehicle-related 2,813 0.2% 0.6% 2.7% 82.5% 1.9% 96.6% 10.3%
Warehouse & distribution ce 2,147 0.2% 6.0% 59.6% 88.3% 1.0% 33.7% 10.2%
Commercial, All other 2,045 0.2% 4.4% 11.8% 34.7% 8.6% 30.6% 10.3%
Entertainment 1,874 0.1% 0.6% 19.8% 88.2% 0.8% 78.5% 10.4%
Parking buildings 1,788 0.1% 0.2% 16.6% 93.9% 0.6% 82.5% 10.2%
Industrial, All other 870 0.1% 6.3% 79.2% 88.5% 0.9% 13.1% 10.2%
Commercial, vacant 730 0.1% 0.2% 8.5% 96.3% 0.7% 90.8% 10.4%
Agricultural, all 606 0.0% 0.2% 57.3% 93.2% 0.3% 41.2% 10.5%
Shopping mall 436 0.0% 1.6% 0.6% 89.3% 5.8% 98.2% 9.6%
Hotels, motels, guesthouses 290 0.0% 1.2% 76.4% 90.5% 1.1% 14.4% 10.4%
Industrial, vacant 225 0.0% 0.1% 26.6% 97.5% 0.8% 71.4% 9.5%
Supermarkets 207 0.0% 0.2% 2.5% 100.0% 0.0% 97.5% 10.2%
Department stores 139 0.0% 0.4% 0.6% 98.6% 0.5% 99.3% 10.1%
Pharmaceutical 81 0.0% 4.9% 88.3% 91.6% 0.7% 5.5% 10.3%
Total 1,308,053 100.0% 100.0% 58.3% 93.9% 1.5% 31.8% 10.2%

18 Source: Property Taxes in Puerto Rico: Assessment and Recommendations, March 2019.
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Appendix5: Real Property Tax Exemptions by State and /pe

Disability - Military duty -
related /1 related /2 Other /3
Alabama X X X X
Alaska X X
Arizona X X
Arkansas X
California X X
Colorado X X
Connecticut X X
Delaware X
District of Columbia X
Florida X X X X
Georgia X X X
Hawaii X X X X X
Idaho X
lllinois X X X X X
Indiana X X X X X
lowa X
Kansas X
Kentucky X
Louisiana X X X
Maine X X
Maryland X X
Massachusetts X X X X X
Michigan X X
Minnesota X X
Mississippi X X X
Missouri X
Montana X
Nebraska X
Nevada X X X
New Hampshire X X
New Jersey X
New Mexico X X
New York X X X X X
North Carolina X X X
North Dakota X X
Ohio X X X
Oklahoma X X X
Oregon X
Pennsylvania X X
Rhode Island X
South Carolina X X X X X
South Dakota X
Tennessee X
Texas X X
Utah X X X
Vermont X
Virginia X X X X
Washington X X X
West Virginia X X
Wisconsin X
Wyoming X
Total 23 18 21 36 14 5

/1 General disability; blind; deaf
/2 Veterans; disabled veterans; widow of the veteran; active duty military
/3 Includes Widows, low income; law enforcement and firefighter relatedytieds

19 Source: Lincoln Institute of Land PolicResidential Property Tax Relief Programs database
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Appendix6: FY2019 Real PropertyCounts and/alues byMunicipality

(Dollars in thousands)

Qualifying Property Counts Property Values FY2019

Municipality Total Exemptions  Exonerations Taxable Total Exemptions Exonerations Net Taxable % Taxable Billing ggﬂzgttions Collection

Total 1,316,860 56,123 759,589 685,293 $19,276,026 ($4,139,071) ($7,120,740) $8,016,215 42% $824,877 $558,271 68%
Adjuntas 6,296 287 2,808 4,224 $39,211 ($1,728) ($19,075) $18,408 47% $1,533 $843 55%
Aguada 16,008 299 7,405 9,979 122,775 (7,866) (60,892) 54,017 44% 4,770 2,660 56%
Aguadilla 26,029 615 13,077 14,942 325,228 (85,144) (113,166) 126,918 39% 13,111 7,922 60%
Aguas Buenas 9,202 175 4,488 5,912 70,003 (2,177) (36,923) 30,903 44% 3,192 1,804 57%
Aibonito 9,277 329 5,304 4,524 89,395 (17,114) (42,401) 29,880 33% 2,788 1,738 62%
Afasco 10,105 202 5,322 5,749 106,942 (16,603) (45,139) 45,200 42% 4,375 2,527 58%
Arecibo 34,591 1,111 18,335 17,827 404,658 (80,990) (159,243) 164,425 41% 19,031 10,176 53%
Arroyo 7,637 350 4,735 2,828 61,992 (3,610) (37,089) 21,292 34% 2,200 1,303 59%
Barceloneta 9,132 433 5,855 3,466 650,323 (515,879) (48,352) 86,091 13% 8,139 4,568 56%
Barranquitas 5,579 203 2,652 3,289 48,188 (6,488) (21,494) 20,206 42% 1,885 1,142 61%
Bayamon 70,899 1,549 48,480 29,773 1,050,324 (74,666) (491,687) 483,970 46% 46,151 32,571 71%
Cabo Rojo 30,351 725 12,681 19,617 261,392 (10,339) (113,579) 137,473 53% 13,857 9,230 67%
Caguas 49,040 1,412 33,648 22,979 734,238 (65,413) (331,887) 336,938 46% 34,557 25,720 74%
Camuy 12,434 349 6,068 6,980 87,589 (2,665) (49,544) 35,380 40% 3,655 2,085 57%
Candvanas 15,793 1,212 9,311 8,058 192,862 (17,586) (89,472) 85,804 44% 8,817 5,480 62%
Carolina 64,834 2058 43520 30,839 1335551  (355,366)  (470,225) 509,960 38% 57,778 41565 12%
Catafio 6,437 192 4,709 3,015 151,023 (25,133) (45,837) 80,054 53% 7,586 6,389 84%
Cayey 17,223 654 9,747 9,751 214,281 (31,122) (85,382) 97,778 46% 10,345 7,469 2%
Ceiba 6,127 370 3,448 2,898 57,504 (4,205) (29,656) 23,643 41% 2,206 1,491 68%
Ciales 6,424 201 2,894 3,937 43,262 (2,906) (20,442) 19,915 46% 2,057 955 46%
Cidra 14,552 288 8,108 8,204 210,226 (67,349) (71,761) 71,116 34% 8,746 5,493 63%
Coamo 14,809 627 9,005 6,622 123,898 (11,021) (72,950) 39,926 32% 4,124 2,517 61%
Comerio 3,968 223 1,976 2,135 30,550 (2,588) (14,691) 13,272 43% 1,205 710 59%
Corozal 8,110 147 4,223 4,553 65,331 (2,785) (32,489) 30,057 46% 2,955 1,627 55%
Culebra 1,479 172 234 1,141 13,299 (881) (1,596) 10,822 81% 956 603 63%
Dorado 13,418 1,048 8,227 7,449 290,686 (46,732) (88,388) 155,566 54% 16,425 12,316 75%
Fajardo 17,710 915 10,182 8,203 252,354 (22,467) (92,490) 137,396 54% 14,193 7,697 54%
Florida .. 3,952 LA43 2371 1710 29728 (L0S5) (18471) 10,203 34%  ....1084 ... 512 . . 49%
Guénica 7,977 841 4,478 3,173 71,471 (8,382) (33,281) 29,808 42% 3,154 1,336 42%
Guayama 17,722 1,236 10,177 7,379 598,197 (398,845) (83,847) 115,506 19% 11,643 7,815 67%
Guayanilla 6,453 407 3,672 2,860 55,126 (9,629) (26,712) 18,785 34% 2,034 1,089 54%
Guaynabo 33,294 1,337 20,910 23,858 821,020 (56,847) (263,125) 501,049 61% 50,465 40,707 81%
Gurabo 16,237 715 11,156 8,552 291,344 (80,005) (116,681) 94,658 32% 11,198 7,694 69%
Hatillo 13,323 343 7,308 6,962 134,815 (6,790) (63,526) 64,499 48% 5,837 3,833 66%
Hormigueros 6,797 165 4,300 2,901 72,673 (4,672) (38,677) 29,324 40% 2,883 2,035 71%
Humacao 23,781 985 13,224 13,124 406,239 (96,018) (128,741) 181,481 45% 16,025 11,172 70%
Isabela 21,895 574 10,612 12,487 426,613 (264,923) (85,062) 76,628 18% 7,149 4,576 64%
Jayuya 4,582 225 2,383 2,566 37,563 (5,558) (18,217) 13,788 37% 1,114 649 58%
Juana Diaz 18,057 1,261 11,941 6,341 246,111 (93,502) (98,901) 53,708 22% 5,011 3,016 60%
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Qualifying Property Counts Property Values FY2019

Municipality Total Exemptions Exonerations Taxable Total Exemptions Exonerations Net Taxable % Taxable Billing Current_ Collection
Collections  Rate

Total 1,316,860 56,123 759,589 685,293 $19,276,026 ($4,139,071) ($7,120,740) $8,016,215 42% $824,877 $558,271 68%
Juncos 14,579 1,009 9,271 5,552 602,073 (455,090) (81,500) 65,484 11% 7,419 5,063 68%
Lajas 12,066 296 5,757 6,953 90,838 (5,332) (45,942) 39,565 44% 4,878 2,840 58%
Lares 8,979 207 4,232 5,727 66,730 (3,845) (33,401) 29,484 44% 2,972 1,710 58%
Las Marias 3,378 103 1,371 2,474 21,384 (712) (9,877) 10,796 50% 883 470 53%
Las Piedras 13,417 493 8,577 6,670 197,264 (44,851) (82,153) 70,261 36% 7,161 3,575 50%
Loiza 8,222 848 4,425 3,492 78,936 (7,679) (38,104) 33,152 42% 3,889 2,325 60%
Luquillo 9,678 484 5,079 5,576 108,901 (7,953) (49,277) 51,672 47% 4,563 3,208 70%
Manati 15,112 318 8,619 7,587 272,528 (106,399) (76,275) 89,854 33% 8,302 5,288 64%
Maricao 1,786 92 611 1,302 12,444 (2,226) (3,811) 6,407 51% 662 426 64%
Maunabo 4,614 465 2,419 2,102 33,684 (2,460) (18,604) 12,619 37% 1,240 775 63%
Mayaguez 35,264 822 16,184 22,793 429,609 (44,435) (146,697) 238,477 56% 25,231 16,997 67%
Moca 14,818 212 6,918 9,255 102,308 (4,342) (55,476) 42,491 42% 4,071 2,378 58%
Morovis 7,631 244 4,632 3,582 66,511 (1,804) (38,605) 26,102 39% 2,827 1,631 58%
Naguabo 10,274 555 6,155 4,647 99,720 (9,194) (54,666) 35,860 36% 3,525 2,005 57%
Naranijito 6,689 156 3,473 3,977 54,088 (1,529) (28,257) 24,302 45% 2,389 1,526 64%
Orocovis 5,804 95 2,499 3,951 41,580 (1,891) (19,424) 20,265 49% 1,627 1,026 63%
Patillas 7,254 257 4,077 3,454 52,358 (2,245) (30,664) 19,448 37% 2,009 1,080 54%
Pefiuelas 7,704 667 4,305 3,334 298,853 (220,229) (30,019) 48,606 16% 4,170 2,997 72%
Ponce 57,771 4,049 35,277 24,138 790,442 (148,934) (309,459) 332,049 42% 40,715 27,063 66%
Quebradilas 10,712 218 5,558 5,846 78,776 (3,079) (44,535) 31,162 40% 2,752 1,537 56%
Rincén 8,599 157 3,375 5,928 73,140 (6,633) (27,446) 39,060 53% 4,230 2,829 67%
Rio Grande 22,752 1,259 11,883 12,214 305,582 (54,862) (118,671) 132,049 43% 13,641 8,669 64%
Sabana Grande 9,443 336 5,643 4,341 78,346 (7,462) (46,298) 24,586 31% 2,540 1,599 63%
Salinas 12,228 989 6,934 4,947 106,873 (15,198) (53,599) 38,076 36% 3,933 1,944 49%
San German 13,662 331 7,017 7,911 126,023 (12,082) (62,665) 51,277 41% 5,169 3,307 64%
San Juan 142,019 6,316 79,018 86,288 2,853,106 (319,172) (878,302) 1,655,632 58% 167,590 120,960 72%
San Lorenzo 13,853 396 8,306 7,180 123,077 (10,080) (71,171) 41,826 34% 4,279 2,834 66%
San Sebastian 19,163 368 9,035 12,000 149,606 (11,374) (74,520) 63,712 43% 5,785 3,597 62%
Santa Isabel 8,895 688 5,503 3,108 86,219 (14,577) (43,880) 27,763 32% 3,007 1,746 58%
Toa Alta 21,769 1,017 15,349 10,679 258,061 (13,014) (163,131) 81,916 32% 9,281 6,593 71%
Toa Baja 25,662 1,530 18,696 8,585 316,466 (17,064) (174,111) 125,292 40% 14,668 9,587 65%
Trujilo Ato 23,163 623 15,838 11,977 318,659 (13,141) (175,652) 129,867 41% 13,740 9,173 67%
Utuado 9,544 254 4,252 6,193 64,356 (1,572) (31,837) 30,947 48% 2,681 1,513 56%
Vega Alta 11,589 1,166 6,505 5,954 153,267 (13,168) (62,098) 78,001 51% 6,771 4,291 63%
Vega Baja 20,776 1,524 14,038 7,751 214,397 (10,497) (117,186) 86,715 40% 8,958 4,883 55%
Vieques ... 5,152 .AL746 1557 ...2325 ....38385 (9318 . (10681) 18386 . 48% . ....1991 L2199 . . .61%
Villalba 5,995 278 3,522 2,746 49,622 (3,883) (27,894) 17,845 36% 1,710 990 58%
Yabucoa 11,150 570 6,377 5,348 101,292 (12,353) (51,871) 37,068 37% 4,014 2,099 52%
Yauco 14,160 607 8,328 6,599 136,534 (12,346) (71,892) 52,296 38% 5,402 3,483 64%
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Appendix7: IncentiveLaws

The Central Government has enacted various laws that provide economic incentives to eligible
businesses and companies to encourage job creation and investment. Tax exemptions may be
granted on income taxes, real and personal property taxes, municips¢dtidares, construction

excise taxes, and other municipal income taxes levied by municipal ordinances.

The table below summarizes the most significant incentive laws enacted by the Central

Governmentas identifiednCRI M6s 2018 Financial Statements.
Purpose Exemptions impacting Municipalities
Promote the film industry and other relat -  Properties devoted to a film project or infrastructi
activities by incentivizing investment th: project are entitled to a 90% exemptioihmunicipal
creates an adequate infrastructure for tr and Commonwealth taxes on real or personal prop:
development of the industry for a 10year period

- Film entifesare not subject to municipal license tax
construction excise taxes, and other municipal incc
taxes levied by a municipal ordinance

Offers an attractive taxstructureto attract -  Businesses that hold a decree under this act are en
direct foreign investment to promote t to a 90% exemption on municipal and Commonwe;
economic development and social betterm taxes on eal and personal property

of Puerto Rico
- Businesses are also entitled to a 60% exemptior
municipal license fees, municipal construction exc
taxes, and other municipal income taxes levied k
municipal ordinance

Reduce construction armmperation costs, ani -  Any property devoted to tourisactivity is entitled to
facilitate the investment of tourismelated a 90% exemption on municipal and Commonwe:
businesses to make Puerto Rico a watlbs taxes on real and persal property, for a 1gear
tourist destination period

- Eligible new businesses are not subject to the payr
of license fees, construction excise taxes, and ¢
municipal taxes. Existing businesses are entitled
90% exemption

- Eligible businesses and their contractorsr
subcontractors are entitled to 100% exemption on
tax, levy, fee, license, excise tax, rate, or charge fo
construction of tourisanelated works imposed by
municipal ordinance

Foster the economic development Any tourist facility that operates games of chances
municipalities entitled to an exemption of 90% of the preferential
onreal and personal property used

Provide an adequate framework for t - Personal and real properties devoted to activi
continued development of the film industnyd covered under this act are entitled to a 90% exemg
other related activities by fostering econon on municipal and Commonwealth taxes

development and investments
- Eligible businesses are not sutij® municipal license
taxes, construction excise taxes, and other munic
income taxes imposed by municipal ordinance
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Act 20-2012

Act 168-1968

Act 225-1995

Act 83-2010
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Develop Puerto Rico as an international serv
center, encourage local professionals to ¢
and return, andttract foreign capital

Grant tax incentives to Hospitals amdher
applicabl e heal t h
promote development and investment

Provide fibona fide
to promote agricultural development

Establish measures aimed at fostering
development of sustainable energy systems

Personal and real properties used in the operatic
the activity covered by a decree under this ac
entitled to 90% of the exemption on municipal a
Commonwealth taxes

Personal and real properties used to provide he
services are entitled to a 100% exemption
municipal and Commonwealth taxes

Hospitals or eligible health service fhiges are not
subject to municipal license taxes, excise taxes,
other municipal income taxes levied by a munici
ordinance

Personal and real properties diséor agricultural
businesses and purposes are entitled to a 1
exemption on municipal and Commonwealth taxes

fiBona fide farmero is 1
taxes, excise taxes, and other municipal income ti
levied by a municipabrdinance

Eligible businesses and companies under this Act
entitted to a 90% exemption on municipal a
Commonwealth taxes on real and personal proper

Eligible businesses and companies are entitled
60% exemption on municipal license taxes, exc
taxes, and other municipal income taxes levied k
municipal ordinance



Appendix8: Real Property Tax &es byMunicipality

Real Property

Basic Municipal State Redemption Special Additional Total Total
Contribution Fund (GO) Tax (CAE) Pre-discount Discount Post-discount
(A) D=A+B+C F=D+E
Adjuntas 6.00% 1.03% 1.50% 8.53% (0.20%) 8.33%
Aguada 6.00% 1.03% 2.00% 9.03% (0.20%) 8.83%
Aguadilla 6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%
Aguas Buenas 6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%
Aibonito 6.00% 1.03% 2.50% 9.53% (0.20%) 9.33%
Afasco 6.00% 1.03% 2.85% 9.88% (0.20%) 9.68%
Arecibo 6.00% 1.03% 4.80% 11.83% (0.20%) 11.63%
Arroyo 6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%
Barceloneta 6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%
Barranquitas 6.00% 1.03% 2.50% 9.53% (0.20%) 9.33%
Bayamon 6.00% 1.03% 2.75% 9.78% (0.20%) 9.58%
Cabo Rojo 6.00% 1.03% 3.25% 10.28% (0.20%) 10.08%
Caguas 6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%
Camuy 6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%
Candvanas 6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%
Carolina 6.00% 1.03% 4.50% 11.53% (0.20%) 11.33%
Catafio 6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%
Cayey 6.00% 1.03% 3.75% 10.78% (0.20%) 10.58%
Ceiba 6.00% 1.03% 2.50% 9.53% (0.20%) 9.33%
Ciales 6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%
Cidra 6.00% 1.03% 5.50% 12.53% (0.20%) 12.33%
Coamo 6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%
Comerio 6.00% 1.03% 2.25% 9.28% (0.20%) 9.08%
Corozal 6.00% 1.03% 3.00% 10.03% (0.20%) 9.83%
Culebra 6.00% 1.03% 2.00% 9.03% (0.20%) 8.83%
Dorado 6.00% 1.03% 3.75% 10.78% (0.20%) 10.58%
Fajardo 6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%
Florida 6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%
Guénica 6.00% 1.03% 3.75% 10.78% (0.20%) 10.58%
Guayama 6.00% 1.03% 3.25% 10.28% (0.20%) 10.08%
Guayanilla 6.00% 1.03% 4.00% 11.03% (0.20%) 10.83%
Guaynabo 6.00% 1.03% 5.00% 12.03% (0.20%) 11.83%
Gurabo 6.00% 1.03% 3.00% 10.03% (0.20%) 9.83%
Hatillo 5.72% 1.03% 2.50% 9.25% (0.20%) 9.05%
Hormigueros 6.00% 1.03% 3.00% 10.03% (0.20%) 9.83%
Humacao 6.00% 1.03% 2.00% 9.03% (0.20%) 8.83%
Isabela 6.00% 1.03% 2.50% 9.53% (0.20%) 9.33%
Jayuya 6.00% 1.03% 1.25% 8.28% (0.20%) 8.08%
Juana Diaz 6.00% 1.03% 2.50% 9.53% (0.20%) 9.33%
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Juncos
Lajas

Lares

Las Marias
Las Piedras
Loiza
Luquillo
Manati
Maricao
Maunabo
Mayaguiez
Moca
Morovis
Naguabo
Naranijito
Orocovis
Patillas
Pefiuelas
Ponce
Quebradillas
Rincén

Rio Grande
Sabana Grande
Salinas

San German
San Juan
San Lorenzo
San Sebastian
Santa Isabel
Toa Alta
Toa Baja
Trujillo Alto
Utuado
Vega Alta
Vega Baja
Vieques
Villalba
Yabucoa
Yauco
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Real Property

Basic Municipal State Redemption Special Additional Total Total
Contribution Fund (GO) Tax (CAE) Pre-discount Discount Post-discount
(A) (B) ©) D=A+B+C (E) F=D+E
6.00% 1.03% 4.50% 11.53% (0.20%) 11.33%
6.00% 1.03% 5.50% 12.53% (0.20%) 12.33%
6.00% 1.03% 3.25% 10.28% (0.20%) 10.08%
6.00% 1.03% 1.35% 8.38% (0.20%) 8.18%
6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%
6.00% 1.03% 4.90% 11.93% (0.20%) 11.73%
6.00% 1.03% 2.00% 9.03% (0.20%) 8.83%
6.00% 1.03% 2.75% 9.78% (0.20%) 9.58%
6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%
6.00% 1.03% 3.00% 10.03% (0.20%) 9.83%
6.00% 1.03% 3.75% 10.78% (0.20%) 10.58%
6.00% 1.03% 2.75% 9.78% (0.20%) 9.58%
6.00% 1.03% 4.00% 11.03% (0.20%) 10.83%
6.00% 1.03% 3.00% 10.03% (0.20%) 9.83%
6.00% 1.03% 3.00% 10.03% (0.20%) 9.83%
6.00% 1.03% 1.20% 8.23% (0.20%) 8.03%
6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%
6.00% 1.03% 1.75% 8.78% (0.20%) 8.58%
6.00% 1.03% 5.50% 12.53% (0.20%) 12.33%
6.00% 1.03% 2.00% 9.03% (0.20%) 8.83%
6.00% 1.03% 4.00% 11.03% (0.20%) 10.83%
6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%
6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%
6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%
6.00% 1.03% 3.25% 10.28% (0.20%) 10.08%
6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%
6.00% 1.03% 3.40% 10.43% (0.20%) 10.23%
6.00% 1.03% 2.25% 9.28% (0.20%) 9.08%
6.00% 1.03% 4.00% 11.03% (0.20%) 10.83%
6.00% 1.03% 4.50% 11.53% (0.20%) 11.33%
6.00% 1.03% 5.00% 12.03% (0.20%) 11.83%
6.00% 1.03% 3.75% 10.78% (0.20%) 10.58%
6.00% 1.03% 2.00% 9.03% (0.20%) 8.83%
6.00% 1.03% 1.85% 8.88% (0.20%) 8.68%
6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%
6.00% 1.03% 4.00% 11.03% (0.20%) 10.83%
6.00% 1.03% 2.75% 9.78% (0.20%) 9.58%
6.00% 1.03% 4.00% 11.03% (0.20%) 10.83%
6.00% 1.03% 3.50% 10.53% (0.20%) 10.33%



Appendix9: Current YealReal Property Collection Rates byulicipality

Real Property Tax Collection Rate (Current Year)

FY2015 FY2016 FY2017 FY2018 FY2019
Adjuntas 54% 54% 55% 53% 55%
Aguada 57% 55% 55% 53% 56%
Aguadilla 62% 62% 63% 59% 60%
Aguas Buenas 51% 53% 54% 54% 57%
Aibonito 56% 61% 59% 63% 62%
Anasco 60% 58% 61% 58% 58%
Arecibo 42% 55% 58% 54% 53%
Arroyo 56% 57% 57% 55% 59%
Barceloneta 67% 66% 69% 55% 56%
Barranguitas 62% 59% 63% 60% 61%
Bayamon 72% 73% 74% 71% 71%
Cabo Rojo 66% 62% 66% 64% 67%
Caguas 72% 71% 72% 76% 74%
Camuy 54% 54% 56% 55% 57%
Canovanas 55% 64% 61% 64% 62%
Carolina 73% 73% 75% 73% 72%
Catafio 80% 73% 77% 7% 84%
Cayey 67% 71% 69% 66% 72%
Ceiba 67% 67% 69% 67% 68%
Ciales A47% 54% 48% 45% 46%
Cidra 43% 63% 62% 63% 63%
Coamo 57% 59% 61% 61% 61%
Comerio 60% 59% 60% 58% 59%
Corozal 51% 56% 56% 54% 55%
Culebra 54% 55% 58% 61% 63%
Dorado 72% 73% 75% 72% 75%
Fajardo 71% 67% 68% 69% 54%
Florida 47% 48% 53% 49% 49%
Guanica 44% 44% 43% 42% 42%
Guayama 70% 70% 68% 66% 67%
Guayanilla 52% 49% 47% 46% 54%
Guaynabo 76% 79% 81% 80% 81%
Gurabo 67% 68% 64% 70% 69%
Hatillo 67% 66% 68% 64% 66%
Hormigueros 68% 70% 72% 70% 71%
Humacao 67% 70% 71% 69% 70%
Isabela 60% 61% 62% 62% 64%
Jayuya 60% 60% 58% 58% 58%
Juana Diaz 57% 57% 52% 57% 60%
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Real Property Tax Collection Rate (Current Year)

FY2015 FY2016 FY2017 FY2018 FY2019
Juncos 56% 44% 67% 66% 68%
Lajas 62% 58% 58% 59% 58%
Lares 53% 56% 58% 54% 58%
Las Marias 54% 51% 51% 56% 53%
Las Piedras 36% 38% 46% 49% 50%
Loiza 58% 58% 60% 59% 60%
Luquillo 70% 70% 71% 68% 70%
Manati 52% 68% 65% 66% 64%
‘Maricao 52% 50% 49% 56% 64%
Maunabo 64% 65% 64% 62% 63%
Mayaguiez 69% 70% 69% 68% 67%
Moca 59% 59% 60% 56% 58%
‘Morovis 50% 51% 57% 60% 58%
Naguabo 64% 62% 61% 60% 57%
Naranjito 67% 65% 65% 70% 64%
QOrocovis 68% 68% 67% 63% 63%
Patillas 52% 56% 56% 55% 54%
Pefiuelas 78% 76% 74% 75% 72%
Ponce 68% 68% 65% 64% 66%
Quebradillas 54% 55% 56% 54% 56%
Rincén 66% 66% 68% 64% 67%
Rio Grande 62% 60% 59% 60% 64%
Sabana Grande 59% 62% 67% 63% 63%
Salinas 47% 47% 47% 48% 49%
San German 64% 63% 65% 61% 64%
San Juan 73% 74% 72% 73% 72%
San Lorenzo 61% 63% 65% 65% 66%
San Sebastian 59% 62% 61% 59% 62%
Santa Isabel 62% 62% 61% 63% 58%
Toa Alta 63% 64% 68% 66% 71%
Toa Baja 66% 65% 66% 63% 65%
Trujillo Alto 68% 66% 67% 66% 67%
Utuado 52% 56% 56% 54% 56%
Vega Alta 66% 67% 67% 65% 63%
Vega Baja 53% 53% 54% 53% 55%
Vieques 63% 63% 63% 61% 61%
Villalba 56% 59% 58% 55% 58%
Yabucoa 55% 56% 53% 53% 52%
Yauco 61% 61% 60% 60% 64%
Average 66% 68% 68% 67% 68%
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Appendix10: FY2019 PersonalPropertyCounts and/alues byMunicipality

(Dollars in thousands)

Qualifying Property Counts Property Values FY2019

Municipality Total Exemptions Exonerations Taxable Total Exemptions Exonerations Net Taxable % Taxable Billing gglrlrszttions Collection

Total 68,865 3,641 19,369 47,859 $11,587,124 ($6,615,436) ($89,565) $4,882,123 42% $398,067 $390,448 98%
Adjuntas 278 20 123 143 $6,244 ($2,387) ($725) $3,132 50% $198 $197 100%
Aguada 1,184 29 561 619 24,586 (3,996) (2,975) 17,616 72% 1,203 1,221 101%
Aguadilla 1,671 81 552 1,100 145,261 (75,473) (2,586) 67,202 46% 4,590 4,507 98%
Aguas Buenas 263 10 102 155 7,861 (2,373) (388) 5,099 65% 425 369 87%
Aibonito 558 48 229 294 134,881 (120,175) (1,416) 13,290 10% 974 846 87%
Afiasco 565 41 242 304 106,916 (82,725) (1,063) 23,127 22% 1,776 1,776 100%
Arecibo 1,796 118 602 1,131 220,341 (150,470) (2,827) 67,044 30% 5,585 5,830 104%
Arroyo 132 9 43 86 51,590 (41,669) (205) 9,716 19% 809 728 90%
Barceloneta 506 35 150 343 539,443 (475,773) (613) 63,057 12% 5,253 5,152 98%
Barranquitas 620 20 307 297 16,904 (2,953) (1,496) 12,454 74% 913 828 91%
Bayamon 3,795 124 710 3,057 766,874 (287,561) (3,777) 475,536 62% 35,930 33,752 94%
Cabo Rojo 1,021 47 399 598 46,165 (17,666) (1,753) 26,746 58% 1,827 1,750 96%
Caguas 2,646 155 524 2,077 420,787 (161,439) (2,937) 256,411 61% 21,149 21,468 102%
Camuy 717 63 277 389 19,775 (6,716) (1,267) 11,792 60% 805 852 106%
Candvanas 549 22 141 406 86,776 (53,808) (697) 32,272 37% 2,688 2,677 100%
Carolina 3,083 113 528 2,532 894,202 (563,633) (2,789) 327,779 37% 30,582 29,407 96%
Catafio 504 63 106 381 369,778 (172,136) (424) 197,218 53% 16,397 16,386 100%
Cayey 801 34 231 556 177,798 (94,356) (1,340) 82,102 46% 7,044 7,383 105%
Ceiba 205 14 75 126 6,716 (3,155) (332) 3,229 48% 187 461 246%
Ciales 267 20 114 141 5,435 (1,778) (586) 3,071 57% 256 271 106%
Cidra 617 36 234 372 139,604 (95,571) (1,177) 42,856 31% 4,427 4,432 100%
Coamo 553 29 241 292 24,773 (11,411)  (1,268) 12,094 49% 1,007 968 96%
Comerio 228 19 94 121 6,011 (1,552) (597) 3,862 64% 273 259 95%
Corozal 588 25 209 362 23,332 (9,995) (540) 12,798 55% 1,002 843 84%
Culebra 107 4 24 84 1,641 (107) (132) 1,403 85% 96 100 104%
Dorado 737 70 113 596 122,692 (73,576) (454) 48,663 40% 4,297 4,327 101%
Fajardo 954 51 273 662 144,878 (86,390) (1,148) 57,340 40% 3,916 3,728 95%
Florida 208 12 117 82 5,291 (2,391) (493) 2,407 45% 201 185 92%
Guanica 254 21 119 122 12,059 (6,615) (466) 4,978 41% 427 458 107%
Guayama 715 28 227 478 235,468 (184,271) (1,351) 49,847 21% 4,028 3,962 98%
Guayanilla 260 17 124 131 23,714 (18,767) (332) 4,615 19% 408 457 112%
Guaynabo 2,238 153 191 1,996 794,977 (373,509) (1,208) 420,260 53% 33,957 31,613 93%
Gurabo 457 30 112 336 186,648 (153,356) (527) 32,765 18% 2,566 2,409 94%
Hatillo 1,016 83 314 638 97,822 (12,531) (1,361) 83,930 86% 5,917 6,064 102%
Hormigueros 411 29 133 261 22,181 (2,103) (353) 19,725 89% 1,544 1,549 100%
Humacao 1,123 62 331 767 210,257 (114,723) (1,390) 94,144 45% 6,430 6,593 103%
Isabela 1,138 60 468 652 38,875 (6,488) (2,268) 30,119 77% 2,208 2,356 107%
Jayuya 249 20 110 126 91,101 _(84,178)  (533) 6,391 7% 389 473 122%
Juana Diaz 637 31 281 339 309,480 (285,458) (1,397) 22,625 7% 1,885 1,758 93%
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Qualifying Property Counts Property Values FY2019

Municipality Total Exemptions Exonerations Taxable Total Exemptions Exonerations Net Taxable % Taxable Billing Collections Collection

Total 68,865 3,641 19,369 47,859 $11,587,124 ($6,615,436) ($89,565)  $4,882,123 42% $398,067 $390,448 98%
Juncos 461 34 155 289 150,887 (123,987) (668) 26,232 17% 2,447 2,601 106%
Lajas 437 49 186 215 18,057 (10,280) (865) 6,912 38% 714 800 112%
Lares 517 73 214 240 16,433 (7,231) (985) 8,217 50% 664 662 100%
Las Marias 135 14 60 66 2,850 (915) (147) 1,788 63% 110 122 110%
Las Piedras 592 33 201 372 515,172 (488,076) (839) 26,257 5% 1,793 1,540 86%
Loiza 232 13 92 135 5,679 (1,391) (289) 3,999 70% 389 410 105%
Luquillo 342 17 115 221 16,278 (2,585) (569) 13,124 81% 896 922 103%
Manati 1,183 56 266 890 245,931 (186,762) (975) 58,193 24% 4,405 4,100 93%
Maricao 86 19 26 46 17,923 (14,788) (74) 3,061 17% 178 183 102%
Maunabo 132 7 57 71 1,657 (60) (202) 1,395 84% 95 154 162%
Mayaguez 2,086 85 498 1,555 192,558 (42,070) (2,188) 148,301 77% 12,724 12,138 95%
Moca 905 45 416 467 45,313 (27,801) (1,810) 15,703 35% 1,033 987 96%
Morovis 391 21 165 210 13,580  (4194)  (500) 8,886 65% 629 589 94%
Naguabo 336 34 129 185 23,510 (13,084)  (536) 9,890 42% 646 669 104%
Naranijito 725 11 321 401 15,393 (1,344) (1,301) 12,748 83% 998 980 98%
Orocovis 444 13 240 194 6,582 (683) (855) 5,044 77% 304 311 102%
Patillas 231 9 121 105 4,562 (343) (427) 3,793 83% 316 394 125%
Pefiuelas 323 16 128 189 139,199 (122,637) (373) 16,189 12% 1,065 1,009 95%
Ponce 3,035 146 850 2,115 411,184 (138,842) (4,075) 268,267 65% 22,347 20,273 91%
Quebradillas 596 29 264 315 11,930 (1,711) (1,168) 9,051 76% 618 636 103%
Rincon 424 19 152 275 11,071 (3,849) (868) 6,354 57% 561 542 97%
Rio Grande 568 29 169 390 62,655 (28,290) (830) 33,535 54% 2,290 2,046 89%
Sabana Grande 400 22 183 207 27,878 (19,353) (644) 7,882 28% 657 840 128%
Salinas 420 29 181 221 45,398 (32,104) (941) 12,352 27% 1,029 747 73%
San German 722 38 273 427 55,361 (28,846) (1,047) 25,468 46% 1,930 1,942 101%
San Juan 10,706 482 1,230 9,280 1,920,883 (834,399) (6,920) 1,079,565 56% 89,840 90,449 101%
San Lorenzo 436 23 157 268 103,922 (77,913) (621) 25,387 24% 2,089 1,829 88%
San Sebastian 1,154 115 512 557 39,064 (9,682) (1,984) 27,398 70% 1,597 1,892 118%
Santa Isabel 368 40 87 249 77,974 (50,062) (393) 27,519 35% 2,430 2,386 98%
Toa Alta 717 15 238 480 18,333 (1,361) (965) 16,007 87% 1,333 1,348 101%
Toa Baja 1,417 59 347 1,067 257,264 (117,492) (1,525) 138,248 54% 13,526 14,491 107%
Trujillo Alto 728 23 139 581 48,483 (2,672) (842) 44,969 93% 3,858 3,591 93%
Utuado 549 33 256 274 13,946 (5,527) (849) 7,571 54% 517 503 97%
Vega Alta 606 23 183 420 66,599 (36,700) (789) 29,109 44% 1,945 1,774 91%
Vega Baja 1,125 44 336 772 280,038 (221,419) (1,367) 57,252 20% 4,479 4,072 91%
Vieques 188 12 37 149 4,906 (1,907) (193) 2,806 57% 248 233 94%
Villalba 374 12 208 161 31,983 (24,262) (932) 6,789 21% 565 591 105%
Yabucoa 408 37 182 205 76,309 (65,376) (602) 10,331 14% 912 1,111 122%
Yauco 715 16 264 443 51,242 (22,204) (1,219) 27,819 54% 2,317 2,190 94%

74



Appendix11: Decrees ldentified by CRIM

Identified Decrees by Origin

Total
Central Government
Act. No. 2251995 Agriculture
Act. No. 732008 Economic Incentives Act. of 2008
Act. No. 1351997 Economiclncentives Act. of 1997
Article 5.01 (e) Act. No. 83991 Non-profit Organizations
Act. No. 2551995 Cooperatives
Act. No. 742010 Tourism Development
Others Municipal Tax Grants Foreign Trade Zone
Act. No. 1681968 For-profit Hospital
Act. No. 202012 Law to Promote the Export of Services
Act. No. 832010 Incentives Law for Green Energy
Act. No. 2732012 Regulatory Law for the International Financie
Center
Article 5.01 (f) Act. No. 831991 Non-profit Hospital
Other Exemptions Other
Total decrees originating in the Central
Government
% ofthetotal
Municipalities

Others Municipal Tax Grant (Part
Others Municipal Tax Grant (Part .

Total decrees originating in the
Municipalities
% ofthetotal

3,887

973
662
498
315
183
143
143
129
103

33

23

17
529

3,751

97%

52
84

136

3%
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Appendix12: Personal Property Taxa®es byMunicipality
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